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Can you identify these famous trains? 





GET A HORSE! The first passenger train to be 
e locomotive 
lost a race to a horse-drawn car. Nevertheless 
the tiny locomotive, the Tom Thumb, helped 


hauled by an American-mac 


win support for steam power. 


rail in 1869, when the 


Number 119 (left) 
and the Jupiter touched noses at Promontory 
Point,Utah. This followed the historic driving 
of the “golden spike” which joined the trac ks. 


comp 


(all of them Timken). 


.the newest Is “Roller Freight”! 





WILL “ROLLER FREIGHT’—the next great 

step in railroading—be the most 
famous train of all? 

75% of the things you eat and wear 
and use are brought to you by railroad 
freight. And when freight cars —like 
passenger cars and loc omotives—repl: ace 
their friction bearings with Timken ta- 
pered roller bearings, all these goods will 
get to you faster and in better condition. 

You'll enjoy fresher, better foods. 
You'll get the latest clothing styles and 
the newest products sooner. Shippers 
and store owners alike will benefit from 
faster, surershipments. The railroads will 
save on maintenance and operating costs. 

Timken bearings reduce freight car 
starting resistance 88%! That means 
fewer jolts, jars and jerks—less damage 


yr sr Apu a es Ruck Ta ae anak > exe smn) aust ~~ Los oan canswaOn —1 


Rd ELLER FRepGy 


_ 19490 TRB 


: 3 - 
CAPY. > 100000 as 
LDLMT 123000 


to goods. They eliminate all speed restric- 
tions due to bearings. They end “hot 
boxes” and winter cuts in freight tonnage. 
They reduce fuel consumption and 
maintenance, 

More and more railroads are starting 
the switch to Timken bearing equip ed 
freight cars—ranging from a Sat of 
cars in some cases up to 1,000 in others. 
“Roller Freight” is on the way! 

Timken bearings are first choice for 
the tough jobs. ‘Whether you build 
freight cars or machine tools, printing 
presses or airplanes, make sure the 
trade-mark “Timken” is on the bearings. 
The Timken Roller Bearing Company, 
Canton 6, Ohio. Cable address: ““TIM- 
ROSCO”’, Tapered Roller Bearings, Alloy 
Steels and Tubing, Removable Rock Bits. 


TIMKEN 


TAPERED wey 
ROLLER 4253" 
BEARINGS 


can speed the nation’s freight 


COPR. 1949 THE TIMKEN ROLLER BEARING COMPANY 


? THE EAST AND WEST svere first linked by — NEW STREAMLINER, Ol yi pian-Hiawatha, 
is a modern offspring of the 1927 

Olympian, first transcontinental train to 
fail equipped with roller beari 
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Which man 





:* all the minimum wage laws or collec- 
tive bargaining in the world make the first 


man worth as much or earn as much as the second? 


You know the answer is NO. The man with 
the pick can probably produce enough in one 
day to make himself worth, and so earn, about 
$7. The second man can earn $20. 


What makes him worth $13 more a day? 
The machine. 


Then shouldn’t the machine earn some- 
thing, too? What would 
you say would be fair—the 
amount it added to the man’s 


income — $13 ? 


Actually the machine will 


YOU CAN MACHINE IT BETTER, FASTER, FOR LESS WITH WARNER & SWASEY TURRET LATHES, AUTOMATICS AND TAPPING MACHINES 


is worth more? 















get only a trifle. If many men had not saved their 
money and invested it in machines, the workmen 
of America would still be working with shovels 
and earning $7 or less a day—because that’s all 
they’d be worth. 


Because American people have saved their 
money and have invested it in machines which 
make workers worth more, workers get 
American wages—the highest standard of 
living in the world. 

So — attacks on machines 
and the profits which make 
them possible are really aimed 
at American high wages. 
Such attacks are beginning 
to show their foreign accent. 
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PENNSYLVANIA Offerg0 


to all Kinds of 


... and 4 of the 
top men of the Steel Industry 
tell some 
of the reasons why 


. . . the availability locally of needed materials and equip- 
ment,’’ says Benjamin F. Fairless, President of the United States 
Steel Corporation, ‘ ‘is one of the greatest attractions to new 
industries.”’ 

Among the materials and equipment he specified as ready here 
for manufacturers are: steel, aluminum, ferrous and non-ferrous 
castings, plate glass, cement, brick refractories, motors and 
other electrical equipment. And all this is centrally located in 
the most densely populated quarter of the United States. 
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This map shows the tremendous concentration of steel pro- 
ducing sources in Pennsylvania, and the manner in which they 
are scattered throughout this State, with plants in 70 cities 
and towns. 
































The steel industry has invested more than two billion dollars 
in new plants and equipment since the war . . . a large part of 
it in Pennsylvania. 





By BENJAMIN F. FAIRLESS 





The President 
of the United States 


Steel Corporation 


**Pennsylvania has been blessed with 
a wealth of natural resources. Under 
its hills lie almost immeasurable 
quantities of coal and limestone, oil 
and natural gas. It is one of the 
leading states in such diversified ac 
tivities as agriculture and manufac. 
turing, transportation and mining. 


“In One of the Great Markets” 


**The industrial heart of Pennsyl- 
vania beats in Pittsburgh and Alle- 
gheny County. Pittsburgh has been 
actively engaged in making itself a 
more attractive place in which to 
live, to work, and to play. 

“Tt is growing industrially, for 
it offers many advantages to new 
plants. Located in one of the 
world’s greatest coal basins, it has 
an assured source of heat and power 
for years to come. It is centrally 
located in relation to the most 
densely populated quarter of the 
United States and has unexcelled 
rail, water, highway, and air trans- 
portation. Its people are skilled 
and industrious and its educational 
and recreational facilities are among 
the best anywhere. 


Close to Materials Sources 


“‘But Pittsburgh’s greatest attrac- 
tion to new industries is the avail- 
ability locally of needed materials 
and equipment. Steel, aluminum, 
ferrous and non-ferrous castings, plate 
glass, cement, brick refractories, 
motors, and other electrical equip- 
ment are all Pittsburgh district 
products. 

**New industrial arrivals in our dis- 
trict include three automotive plants, 
a large can manufacturer and a metal 
fabricating concern, while ma1y other 
companies, large and small, ire con- 
sidering locating here or increasing 


their capacities in this district.” 


Benjamin F. Fairiess 
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IRL By EUGENE G. GRACE _. By H. G. BATCHELLER By BEN MOREELL 
sident The Chairman The President f The President 
od States of the Bethlehem of the Allegheny-Ludium #6) of the Jones & Laughlin 
roration Steel Corporation Steel Corporation * 1 Steel Corporation 
“Bethlehem Steel’s interest in Penn- = ‘*‘Availability of raw materials, serv- ‘Jones & Laughlin has faith in Penn- 
1 with sylvania as a good state for industrial ices, supplies, and skilled manpower sylvania. This faith is founded on our 
Under enterprise is evidenced by our numer- = are vital when a company plans a experience of 97 years of continuous 
urable ous operations in the Commonwealth. new plant or a plant expansion. In — operations in this Commonwealth. 
ne, oil “We have plants at Bethlehem, this respect, Allegheny Ludlum has We believe Pennsylvania has the 
of the Johnstown, Steelton, Lebanon, Wil- never found Pennsylvania lacking. natural resources, transportation fa- 
ed ac- liamsport; fabricating works at Pitts- ‘For instance, at Brackenridge we cilities, water and power supplies 
nufac- town, Rankin, Leetsdale; mining op- _—_are ae an electric melt shop and markets needed for a great in- 
ining, erations in various sections. with four of the largest top-charge dustrial state. 
“Our general offices are at Bethle- — electric melting furnaces ever con- “People Work Together” 
3” hem; our chief officials’ homes are structed. These, with a new electric - ‘ 
: ; é But above all, Pennsylvania has 
here. blooming mill and other equipment, the right hind of as age 
nnsyl- ‘Each location has its own advan- will increase our consumption of elec- k was, ae peer - 
. re at . now how to work and live together 
Alle- tages. Plants in the eastern section _ tricity so much that, when operating , 
: : _ Dee for their mutual enjoyment of the 
s been are convenient to the markets on the _at capacity, we will use enough power suid hime a6 18 
self a seaboard. Here we are able to serve _—to supply a city of 1,000,000. Few 8% . hae eras . 
j . Pennsylvania has more farms than 
ch to ultimate consumers and the large places have so much extra electrical . : 
et all of England and Wales. Pennsyl- 
number of processors and fabricators power. wdisia: ean ined nenaens “cade 
y, for who find it advantageous to locate “Our confidence in Pennsylvania nel D tis ” oe 
: : and universities than any other state. 
| new near steel plants. is attested by our improvement and ; 
‘ : : , It has one of the finest public educa- 
f the Our operations nearer the center expansion program. Our new meit- : oe Nar at 
: ‘ne : : tion systems in the world. 
it has of the state are favorably positioned ing capacity at Brackenridge—more Thad Selina Sok te cideadieal abate 
ower for certain markets and admirably _-than 400,000 ingot tons annually— vag 
: mcg: mood when she created Pennsylvania. 
trally served by rail. will be the largest addition in 1949 erie oh ee 
most ‘An outstanding element in the at any plant, and it represents only a Millions in Improvements 
f the assets of Pennsylvania is the high part of our program at that plant. “Our confidence in the future of 
‘elled type of its population, the thousands Our West Leechburg plant, in the Pennsylvania is attested by the fact 
rans- of families who have character, skill past three years has been improved that Jones & Laughlin hasa 
cilled and industrial experience. with new mills and other equipment $210,000,000 improvement pro- 
ional “Bethlehem believesinthe growth so that it is one of the world’s most gram now under way. Most of this 
nong of the Commonwealth, and is giv- modern high alloy finishing mills. _is being spent in Pennsylvania. 
ing continual evidence of that be- ‘With present industries expanding ‘We believe in the future of Pennsyl- 
lief through its long-range program _—_and others moving in, Pennsylvania vania because Pennsylvania is a good 
of improvements in Pennsylvania.” —_is truly the Workshopofthe World.’’ —_— place to work and a good place to live.”’ 
Eugene G. Grace H. G. Batcheller Ben Moreell 
ttrac- 
ivail- 
rials 
num, The Pennsylvania Department of Commerce in 
plate Harrisburg will be glad to help you find a suit- 
ries, able location in Pennsylvania in the midst of 
quip- these favorable factors for success. 
trict 
di ss Commonwealth 
ants, gag . 
my of Pennsylvania 
other EACH DOT ON THIS MAP REPRESENTS AN 
con- AVERAGE OF OVER $1,000,000.00 in new JAMES H. DUFF THEODORE ROOSEVELT, Il 
ising or expanded industrial plants since the Garueaia Secretary of Commerce 
es war—1096 companies in 52 different in- 
dustries, The total new investment was 
rless more than two billion dollars. 
























DOLLARS BLOCKING RUSSIA........ F:- 43 
This time, the Soviets are definitely on 
the defensive as they enter a major con- 
ference with the West. Their sphere of 
Europe is in trouble. Discontent is 
spreading. The West, meanwhile, is 
booming with the aid of U.S. dollars. 
This article shows where both sides 
stand, where the real advantage lies, as 
conferees meet to decide Europe's fate. 


FUNDS FOR DEMOCRATG............ P. 15 
Elections coming up next year are to 
find the Democrats far better heeled for 
campaign funds. Louis Johnson, now the 
Secretary of Defense, was largely respon- 
sible. He helped Mr. Truman raise 
$1,500,000, half of it since the last elec- 
tion. Here, for the first time, is the story 
of where the money came from. 


WHY BOSSES LOSE POWER........ P..19 
Victory of F.D.R., Jr., over Tammany is 
only the latest example of the trend 
toward a new type of politician in U. S. 
Here’s the thought-provoking story of the 
growing role of young newcomers who 
have defied big-city machines. 


FRANCO GETS COLD SHOULDER..P. 20 
Spain, looking for dollars, is finding her 
hopes of being bailed out by U.S. not 
very well founded. Franco, it seems, isn’t 
considered a good risk after all. The dic- 
tator’s need for dollars is acute, but U. S. 
officials looked at his credit rating and 
turned thumbs down. 


PRODUCTION: A LOOK AHEAD....P. 21 
Output of nearly all U.S. industries is 
declining, and indications are that the 
decline will continue through 1949. 
However, output will still be large com- 
pared to prewar levels. Here’s the pic- 
ture, industry by industry. 


LESS CHANCE FOR BIG STRIKES..P. 24 
Labor leaders face hard going in the 
strike season ahead. Chances for big 


News within the News 





raises are dim. Pattern for the year’s 
strike settlements may be set from test 
cases in steel, coal and autos, coming in 
the next two months. Prospects, over all, 
are for fewer and shorter walkouts, only 
slight wage gains. 


RISE OF ‘THE B-36......:..5505:. pene: 
Strategy for this country’s defense is 
being built around one weapon, the big 
B-36 bomber. Defense Secretary Johnson 
has thrown his weight behind it, and con- 
tracts for other planes have been can- 
celed right and left to pour money into 
swarms of these heavy bombers. But a 
combat test against a Navy jet fighter is 
shaping up at the demand of Congress- 
men who are not satisfied with claims for 
the giant plane’s abilities. This article tells 
why there are doubts. 


TOO MUCH COTTON......... migaviid P. 40 
Farmers throughout the South and West 
are going on a cotton-planting spree. As- 
sured of selling all they can grow to the 
Government, they are increasing acreage 
to far more than is needed. At this rate, 
Uncle Sam is likely to be holding $1,000,- 
000,000 worth of unsold cotton by the 
end of the year. 
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Your ear 


is our customer 


One of the big jobs of Bell Labora- 
tories is to make it possible for you 
to hear clearly and without strain 
when you use the telephone. 


So Bell Laboratories scientists 
study what happens inside as well 
as outside your ear when you hear. 
For sound changes the minute it 


WHAT DOES SHE HEAR UP THERE IN THE AIR? ... The young lady 
is suspended on a steel netting in a soundproofed room at Bell 
Telephone Laboratories. From the loudspeakers in front of her come 
sounds differing in frequency and intensity. She seeks to tell one 
from another, recording her judgment by pressing a switch. Mean- 
while, as a check on what happens within her ear, electrical measure- 
ments of the same sounds are made by picking them up through 
a small tube just inside the ear canal. Tests like this on many 


people help build easier listening into your telephone system. 


enters the ear, and measurements 


made even an inch away won't do. BELL TELEPHONE LABORATORIES 
-—A great research organization, 
By learning what happens when working to bring you the best pos- 
. sible telephone service at the lowest 
you hear, Bell Laboratories make sani neat 


familiar voices easy to identify by 


telephone. This is just one part of Bell Telephone System 


their continuing effort to make serv- SE 
ice better and to keep it low in cost. 




















90 YOU THINK 
YOURE INSURED... 


“Customer is injured in parking lot 
operated by generous storekeeper 
down the street. Storekeeper has | 
Liability insurance, but not compre- | 
hensive protection. He thought he 
was insured. His loss—$1580.” 


Don’t Take a Loss 


29 different gaps in coverage can cost | 
you money! Don’t risk a loss by thinking | 
you’re fully insured. Know you have full 

insurance protection. Be safe, not sorry. | 


See your AMICO agent for all casualty, | 
property insurance and bonds. AMICO 
is a strong legal reserve company paying 
dividends to policyholders. 


Write for AMICO’S 
valuable new booklet, 
29Gapsin Your Bridge 
to Security, today. It 
may save you money! © 





AMERICAN Motorists INSURANCE COMPANY 
4760 Sheridan Road 

Chicago 40, Illinois 

Please mail me my FREE copy of 29 Gaps in 
Your Bridge to Security. 
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O MANY AMERICANS the thin, 
j esters owen General 
seemed to symbolize victory in 
the “cold war.” General Lucius 
DuBignon Clay was obviously 
tired as he stepped out of his 
C-54 in Washington last week 
to receive a hero’s welcome. 
He had commanded the Ber- 
lin front of the “cold war” 
through the tensest months of 
U. S.-Russian conflicts. He re- 
tired almost at the moment that 
the tension snapped and the 
Berlin blockade was lifted. 

Tired as he was, the Gen- 
eral found himself caught up 
in a typical Washington cele- 
bration. Everybody—plain citi- 
zens and officials from the President down 
—wanted to celebrate the victory of the 
Berlin “air lift,” and here was the chance. 
As General Clay stepped on the landing 
apron at Washington’s National Airport, 
Defense Secretary Louis Johnson and 
Chief of Staff, Gen. Omar Bradley, were 
waiting. “Well done,” said the Secretary. 

From the airport, General Clay was 
escorted to the rose garden at the White 
House, where President Truman pinned 
a second oak-leaf cluster to the General’s 
Distinguished Service Medal. Germany, 
said the President, had added “new and 
imperishable luster” to General Clay’s 
career. After the presentation, the Gen- 
eral went to the Capitol where both Sen- 
ators and Representatives stood to ap- 
plaud his first and final oral report on 
Germany. 

For General Clay, retirement meant a 
clean break. He had told the State De- 
partment and his military chiefs all he 
knew about Germany. He didn’t want 
to be called in as a consultant on future 
negotiations. He wanted no part of a po- 
litical career, either. What he really 
wanted was to go catfishing in Georgia. 
. Significantly, his retirement also 
marked the end of a phase in Germany, 
too. To succeed the General as 
top man of the U.S. occupa- 
tion, President Truman picked 
John J. McCloy, 54, a banker 
and a civilian. (See page 36.) 
The military management of 
Germany was beginning to 
come to an end, three years 
after the military defeat of the 
Germans. But the German 
problem still remained. So did 
the much bigger problems of 
U. S.-Russian relations. 


ARLY RISER Harry S. Tru- 
man met his match last 
week in his distinguished vis- 
itor, President Eurico Gaspar 
Dutra of Brazil. On the first 





The March of the News___ 





GEN. CLAY 
Hero’s welcome 








PRES. DUTRA 
An early riser 






morning of the Brazilian’s state 
visit to the U.S., President 
Truman got up at 6 am. to 
find that his guest had beep 
up an hour, finished breakfast 
and was waiting around for 
something to do. 

So the two Presidents went 
for a 40-minute walk around 
the White House, across one 
of Washington’s many parks 
and over to the Washington 
Monument. When they re 
turned to Blair House, Presi- 
~ dent Truman had his own 
ae breakfast, and then the for. 
malities of President Dutra’s 
visit began. At noon he ad- 
dressed a joint session of Con- 
gress, and in the evening President Dutra 
was a dinner guest of Secretary of State 
Dean Acheson. 

Presidént Dutra was the first Brazilian 
chief of state to visit the U.S. since 
1876. His trip was to repay a call made 
by President Truman in 1947, at Rio de 
Janeiro. The President of Brazil obvious- 
ly was enjoying himself. Speaking in his 
native language, Portuguese, he thanked 
President Truman and Congress for “the 
warm welcome which the Government 
and people of the United States of Amer- 
ica have accorded me.” 


RGUMENTS BETWEEN THE NAVY and 
the Air Force over which should be 
regarded as the first—and consequently 
best-financed—line of defense appeared 
to be getting on some congressional 
nerves last week. The American public 
might be treated to a spectacular show- 
down between the two. 

The row, dignified but bitter, began 
when the Air Force pronounced its giant 
B-36 bomber invincible. The Air Force 
says this plane can range the skies at 
will, high and safe from fighter attack. 
But the Navy says that it has a jet fighter 
that can overtake the B-36 at 40,000 feet 
and shoot it down with prac- 
tically no trouble. There the 
argument stands. 

Carl Vinson, chairman of 
the House Armed _ Services 
Committee, thinks it has gone 
on long enough. His Commit- 
tee suggested that the B-36 
be sent aloft to engage in a 
mock air war with all types of 
fighters. Impartial observers- 
presumably members of Con- 
gress who control the purse 
strings—would go along to see 
who won. The Navy, the Air 
Force and the Secretary of 
Acme Defense, confronted with a 
showdown, were slow to react 
to the idea. 
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Yes, you'll find it easier to really do a job when you travel this 
restful, time-saving way. Here’s how it’s done: Go by train, 
plane or bus, then rent a car from Hertz when you get to your 
destination. It’s really simple—call your local Hertz station 
before you leave home and they will reserve a car for you in 
any of more than 400 cities in the United States, Hawaii, Cuba, 
Puerto Rico or Canada. Or if you prefer, rent a car from 
Hertz and drive to your destination city. Your local Hertz sta- 
tion is listed under “H”—"Hertz Driv-Ur-Self” in your tele- 
phone directory. If you’re planning a vacation, remember 
that Hertz service is available in most principal resort areas. 
For free directory of all Hertz stations and complete infor- 
mation write Hertz Driv-Ur-Self System, Inc., Dept. 759, 218 
South Wabash Avenue, Chicago 4, Illinois. 


Check thie adtandages youll enjoy 


CONVENIENT WHEREVER YOU ARE... You can enjoy Hertz 
Driv-Ur-Self service—reliable, uniform, courteous—at home or in 
more than 400 cities throughout the United States, Hawaii, Cuba, 
Puerto Rico, Canada. Hertz is the only nation-wide and interna- 
tional system—largest in the world—over 25 years’ experience. 
PRIVATE CAR PLEASURE... You drive a new Chevrolet or 
other fine car in splendid condition, properly insured, and as 
private as your own. Fleets have been increased over 50 per cent. 


EASY AS A.B. C....(A) Go to a Hertz station. (B) Show your 
driver's license and identify yourself. (C) Step into the car and go! 


traveling, before you leave home at your local Hertz station or 
railroad or air line ticket counters and at travel agencies. It will 
be ready for you on arrival. 


a) er NATIONAL COURTESY CARDS... As a responsible 


\[trevelng, before .. You can reserve a car for use at home, or if 


Hertz patron you are entitled to the famous Hertz National 
Courtesy Card. Your Courtesy Card identifies you and is recog- 
nized by all Hertz stations everywhere. 


You can Rent a new Cie from HERTE a caby at (A) ‘BS 


USINESS THIS WAY.. 


RENT A NEW CAR FROM 


HERTZ 


and Drive it yourself 









a) REASONAALE RATES... Rates are reasonable, and several can 

drive for as little as one. And you can rent a new car from Hertz 
for an hour, day ora week, or for as long as you like. (See ex- 
ample below). 


In TYPICAL RATE EXAMPLE... In Charleston, S. C., 175 Meet- 
ing St., a car taken out at 8:00 A.M. on any weekday, Monday 
through Friday—driven 20 miles, returned. before 6:00 P.M.— 
costs $5.40, including gas, oil and insurance, regardless of how 
many ride. Additional mileage, 7c per mile. 


TRUCKS... Hertz is also the world’s largest truck leasing and rental 
organization. Trucks are available at most Hertz stations for occasional 
rentals or on long-term lease. Call your local Hertz station for full 
information and complete details. 





NOTE: To serve more cities and towns, licenses are being granted fo 
responsible local interests to operate as part of the Hertz system. For 
complete information write Hertz Driv-Ur-Self System, Inc., Dept. 
759, 218 South Wabash Avenue, Chicago 4, Illinois. 









Photo taken in Southern Illinois coal fields by William Vandivert 


Offhand you might suppose that this huge tube is a 
factory smokestack. But it’s really a spare “spoon handle” 
for a giant shovel used in surface coal mining. This big 
boom carries a price tag of $12,500—which is a lot of 
money for a spare part. Yet if one such boom should fail, it 
would take over eight weeks to build a new one—tying up 
for the entire period a shovel costing more than $650,000! 

Mechanized mining calls for immense capital expenditures. 
A medium-sized loading machine now costs about $20,000, a 
6-ton electric shuttle buggy about $12,000, and some mobile 
cutting machines cost as much as $28,000, while the building 
and equipment of a modern preparation plant is a million- 
dollar project. Some large ones built since the war have rep- 
resented an outlay of as much as $7,000,000 each! 

Today the progressive coal industry is carrying on a billion- 
dollar mechanization program—designed to raise mine 
output of quality coal while keeping pace with the nation’s 


increasing coal requirements. 


Better tools and working conditions for 
coal miners are matched by improvements in 
living conditions. 

Today, almost two-thirds—more than 
260,000—of the nation’s bituminous coal min- 
ers either rent from private landlords or own 
their own homes, and home ownership among 
miners generally is on the increase. This is 
good for families and their companies alike. 
It gives to the miner the greater satisfaction 
and security that come with living in a “home 
of his own,” and it frees management and 
capital for the big job of getting maximum 
coal production at the lowest possible cost. 


BITUMINOUS a COAL 


BITUMINOUS COAL INSTITUTE 
A DEPARTMENT OF NATIONAL CoAL ASSOCIATION 
WASHINGTON, D. C. 


BITUMINOUS COAL...LIGHTS THE WAY...FUELS THE FIRES...POWERS THE PROGRESS OF AMERICA 
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In simple terms, what is happening at the moment is this: 

Buyers, big buyers, often are holding off, waiting for prices of steel, 
building materials, many other products to come down from their highs. 

Sellers, on their part, in many fields are holding their prices, waiting 
for wage decisions to be made, waiting to work off high-priced inventories, 
waiting to get a firm idea about costs before making price cuts. 

Result is a tug of war and a slow drift downward in activity. 

Things won't straighten out until buyers are convinced that prices are on 
a firm foundation once again, until adjustments are made from postwar peaks. 
Probability is that those adjustments will come in second half, 1949, that early 
1950 will see business stabilized again and ready to move ahead. 





This isn't to be a bad recession. Unless all signs fail, it is to be short- 
lived and mild by past standards, maybe a 10 to 15 per cent downturn. 
Farm-product prices, in many cases, have had much of their shakeout. 
Cotton goods, rayon have gone through their adjustment. Woolens are in 
the process of adjusting now. Shoes have had much of their trouble. 
Furniture is going through its test now. Electrical equipment is having 











its test. Machinery of most kinds is having its adjustment. 

Steel is heading into its test at this time. Steel prices are likely to hold 
until wage settlements are made. Autos probably will be forced to do some price 
adjusting before the year is over. Building materials will, too. 

Labor still is trying to push up its price. Wage trend on an hourly basis 
continues to be slowly upward. Work week, however, is being reduced. Unem- 
ployment is rising and will rise a good deal more. Labor unions, where they 
push up wages, are to show how demand for a product drops as the price rises. 
Employers are to be under growing pressure to economize on labor use. 

The point is, though, that adjustment in prices is occurring, industry by 
industry, on a staggered basis, not all at once, not in one big, bad break. 
Prices are not going to fall as far or as fast as they rose. 











When the level of prices is stabilized again: 

Prices at wholesale are likely to be about 15 per cent under postwar 
peaks, down 7 or 8 per cent from the present. They still would be 80 per cent 
or more higher than in 1939 on an average. 

Cost of living probably will be down as much as 10 per cent from the top, or 
off 5 per cent from now. Living costs would be 65 per cent above 1939. 

. Automobiles probably will cost about 10 per cent less than now. A_house 
is likely to cost 15 or 20 per cent less to build than it did cost. Food will 
cost a little less than now, but not much. Rent will be higher. Clothing may 
be somewhat cheaper, but not much, except for woolen goods. 

It is probable that prices over a longer period will go on easing slowly, 
as industry adds to efficiency and finds ways to reduce costs. Next period of 
rising business activity very probably is not to be accompanied by rising 
prices. It's to be more like the 1920s, when prices were stable or were in a 
gradual, gentle decline. Next inflation wouldn't be in price. 
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NEWSGRAM--TOMORROW-- (Continued) 


Cost of Government is to come down sometime, but not now. 

In_ 1949 there's to be much talk of economy, much thrashing around. In the 
end, there will be more money to spend for the year ahead than the year back. 

In 1950 the chances are that costs of Government will start to be cut. 

What's to happen this year is a rise in pressure to end the increases in 
Spending by Government. Talk of economy, pressure for economy will make it 
much harder to get approval for high-cost welfare plans, for big new river 
developments, for public works on a vast scale. 


Old-age insurance, for example, will be expanded cautiously, if at all. 
Disability insurance will be put off. Health insurance won't stand a 
chance. Unemployment insurance probably will not be made more liberal. 
Public housing probably will be started, but not on an all-out basis. 
Aid for education is likely to be voted. New farm subsidies, however, 
are unlikely. TVA's on the Missouri, Columbia, St. Lawrence won't be voted. 
Lend-lease is far from an assured prospect. 























Tax increase on incomes, too, iS going to be avoided. 

Corporations aren't to be required to pay 12 months of taxes in 6 months as 
a way to cover a deficit, temporarily. White House acvisers talk of a 43 per 
cent rate on corporation income, but Congress won't vote it. 

Individuals aren't to be asked to pay more on 1949 incomes. 

Instead, an operating deficit is to be accepted for the year that ends 
June 30. There will be a big deficit in the year that starts July l. 











Next year, when economy is likely to be practiced: 

Military spending then will be cut sharply. A cut of $3,000,000,000 
will become a fair prospect in a $14,000,000,000 military budget. 

Aid for other countries is to face some drastic reduction, too. It won't 
be surprising if Congress cuts as much as $2,000,000,000. 

Veteran aids for schooling, unemployment, other things are to come down. 
Farm aids, too, probably can't be held indefinitely at levels now in sight. 

Spending cuts to a level well under $40,000,000,000 are probable for the 
1951 fiscal year that starts in July, 1950. Pressures are going to grow to 
get expenses down to a more reasonable level. A $35,000,000,000 budget is to be 
possible in the foreseeable future, against $42,000,000,000 for year ahead. 

Tax cuts on income, not tax increases, are beginning to be a prospect for 
the longer-range future. Modest adjustment in taxes, with cuts for some, is not 
unlikely before Congress goes home from its 1950 session. There will be 
elections ahead that November and taxes will be a live issue. 











Russia is not likely to restart the "cold war." 

Russian moves from now on are to be aimed at: (1) Some means to regain a 
position in Western Germany; (2) some means of tapping rich U.S. markets. 

Russia has lost the cold war in Europe hands down. Her Communist parties 
are discredited in Western Europe. Eastern Europe is disorganized, starving 
for raw materials and machinery that only the West can supply. 

Stalin's idea now is to call off the fight, to try to regain lost ground 
by new methods, by talking more softly, acting less belligerently and seeking 
means for reviving some trade with the West. Stalin is afraid of a Western 
Germany, rebuilt and oriented toward the West. 





U.S. and the West, at this stage, hold the cards. They're on top. 

Russia, if she trades, will have to trade on Western terms. 

Trades, when and if made, will give the Russians far less than they could 
have had in the past without a struggle. U.S. at one time had $1,000;000,000 
set aside for the Russians and other billions could have been had. 

The Russians muffed it when war ended, will have a’ hard time recouping. 
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After winding up unfinished work? 
Making short work of unfinished work 
is easier when you go Pullman. Just 
ask your porter to bring you a table. 
This turns your accommodations into 
an office on wheels. 


After catching up on important reading? 
Sit back in easy-chair comfort. The 
light’s right; the angle’s right! And, if 
there’s anything you want—an extra 
pillow, for example—a touch of your 
buzzer will send the porter hurrying to 


get it for you. 


Relax——the fact is you can retire when you want to, 


when you go Pullman. 


After taking time out for relaxation? 
Step into the lounge car reserved for 
you and other Pullman passengers. 
Loosen up and feel like new again. 
Here you enjoy‘the company of people 
you'd enjoy having as guests in your 


own home. 


ITS GOOD BUSINESS TO 


Ah... You’ll find that mattress is as soft as dream-dust 


in your youngster’s eyes. Those sheets, as fresh as a spring 
morning. Man, it takes real will-power to keep from tuck- 
ing yourself in early! 


No wonder so many executives agree— 


Visit the Chicago Railroad Fair in ’49, June 25th through October 2nd. 
Don’t miss the Pullman Exhibit! 


Go Tallman 


THE SAFEST, MOST COMFORTABLE WAY 


TO GET THERE! 


© 1949, THE PULLMAN COMPANY 











7 Maternal Marge, a Mother-in-law, was really “in the 
’ 


know.” Her kids were glad to see her come, and sad to 
see her go—because, instead of crowding them, she 
always found it best to stay at Hotel Statler, where 
you really are a guest. 


2 “I love my Statler room,” said Marge. “It’s sunny, 

e big, and bright—a cheerful living room by day, and 
then, when it is night, eight hundred built-in springs 
and more insure a slumber deep. And I feel safe at 
Statler when I lay me down to sleep! 
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“Tf I were with my children, well, we’d share the bath, 

e I guess. But here I have a private bath of shining clean- 
liness. There’s always loads of water hot, and plenty 
soap, I'd say, and stacks of snowy towels white, with 
fresh ones every day! 











“The Statler knows what women like,”” adds Marge 

4, with happy air. “They do my laundry, clean a dress, 
or fix a little tear. In fact, for anything I want, I give 
the desk a ring, and Statler’s friendly service soon 
takes care of everything. 
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“My son-in-law thinks I’m just great,” smiles Marge, 
“because, you see, instead of eating up their food, I 
have them eat with me! And Statler meals are wonder- 
ful. But then, the whole hotel is any traveling woman’s 
dream ...as daughter’d say: It’s swell!” 





Resi wires 
STATLER 
HOTELS 


ee 


STATLER HOTELS: NEW YORK (FORMERLY HOTEL PENNSYLVANIA) 
BOSTON BUFFALO CLEVELAND 
DETROIT + ST. LOUIS WASHINGTON 
STATLER OPERATED HOTEL WILLIAM PENN + PITTSBURGH 
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HOW U.S. DOLLARS BLOCK RUSSIA: 
WESTERN EUROPE’S NEW STRENGTH 


Reported from PARIS and WASHINGTON 


Dollar warfare, U. S. policy, is 
beating Russia. Stalin, feeling the 
dollar pinch, acts as though he’s 
ready to deal. 

U.S. aid is building up West 
Europe, strengthening Germany, 
making the pro-Soviet countries 
envious. 

Russia, lagging far behind 
U.S. in industrial might, can‘t 
catch up alone. Moscow's softer 
talk now looks like a bid to get 
a share of U.S. dollars. 


Russia, entering one more confer- 
ence to settle Europe's fate, finds 
herself this time definitely on the 
defensive, leading from relative weak- 
ness. 

The “cold war” in Europe is lost to 
Russia. The Western part of Germany, 
containing Europe’s biggest industry, is 
getting on its feet. All through Western 
Europe, industry is recovering. American 
dollars are helping to raise standards of 
living. Communist parties are dwindling 
in strength. The United-States itself is 
partially remobilized, its industrial power 
greater than ever. 

In the East, Russia is in trouble. East- 
ern Germany harbors resistance. Yugo- 
slavia is lost as a satellite. Czechoslovakia, 
with important industry, lacks raw ma- 
terials and machinery. Many of her peo- 
ple are hostile. Poland shows evidences of 
unrest. Russia herself is not producing 
enough for her own people, and is drain- 
ing her satellites of goods, rather than 
supplying them. 

Beaten in his gamble for Europe, Pre- 
mier Stalin is shifting strategy. He is an- 
gling now to cut Russia and her satellites 
in on some of the good things of the West. 
Money and trade that were spurned in 
1946, 1947 and 1948 are beginning to 
look attractive in 1949. The U. S. dollar, 
more than any other weapon in the cold 
war, is credited with blocking Russia in 
Europe. 
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Russia’s weakness in facing up to 
the West is shown in the Covergram. The 
Russian world is able to muster industrial 
strength that is only a small fraction of 
the strength of the West, centered largely 
in the United States. 

Steel production, the backbone of in- 
dustry, is six times as great in the West as 
in the part of the world Russia dominates. 
Coal output in the West is at least three 
times that of the Russian world. The out- 
put of oil, needed for both industry and 
transportation, is 13 times as great in the 
West as in Russia’s area. Copper is turned 
out at a rate nine times as great in the 
West as in the world of Russia. 

Altogether, heavy industry in the West 
produces five times as much as heavy in- 
dustry in Russia and her satellite coun- 
tries. 

It is this weakness that is forcing Russia 
to reverse her cold-war policy and to seek 
a renewed flow of goods and dollars from 
west to east. Only with dollars can Russia 


_ even begin to strengthen her weak posi- 


tion. To have any chance to get access to 
dollars and the things that dollars buy, 
she finds that she must take a new tack. 

A demonstration of what dollars 
can do is being made in the Marshall Plan 
countries of Western Europe. That dem- 
onstration is not without effect on the 
Russian leaders. 
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—Alexander in Philadelphia Evening Bu!letin 


‘BATTERY FOR TODAY‘S GAME!’ 


Since the end of World War II, as the 
charts on page 14 reveal, U.S. loans and 
grants to Marshall Plan countries have 
totaled $19,049,000,000. Only $1,560,- 
000,000 has gone to Russia and the other 
countries of Eastern Europe. That was 
mostly through UNRRA, immediately 
after the war. For the last two years, U. S. 
funds for Europe have been channeled 
entirely to the West. 

Western Germany, aided by the 
United States with more than $2,534,- 
000,000, has made an especially striking 
comeback. By the end of 1948, industrial 
production in the U. S.-British zone was 
64 per cent higher than a year earlier, and 
within 22 per cent of the 1936 rate. Ex- 
ports in 1948 were two and a half times 
as great as in the year before. Food ra- 
tions were increased. Workers’ morale 
was improved. The betterment of condi- 
tions has brought increased support from 
the German people for the policies of 
U.S. The influence of Russia and the 
German Communists has gone down. 

France, benefiting from $4,337,000,- 
000 of U.S. money, has increased her 
own production and slowed down her 
inflation. Her industrial output is well 
above the 1938 level, while her agri- 
cultural output is almost as great as in 
the prewar years. French foreign policies 
have swung more and more closely into 
line with those of the United States. 
Communists in France have lost ground, 
and whatever hopes the Russian leaders 
held that France would join the Russian 
bloc have been blasted. 

Britain has made giant strides toward 
recovery, with the aid of more than 
$6,000,000,000 from U.S. Most impor- 
tant from Russia’s standpoint is the 
fact that U.S. dollar ‘aid has enabled 
Britain to keep her armed forces in the 
field and thus to maintain her position as 
a major world power. 

Other Marshall Plan countries are 
gradually getting into an easier position. 
Italy, with more than $1,900,000,000 
from the United States, has brought her 
inflation under control, though production 
is lagging and unemployment is high. 
There Communism is still a threat. The 
Netherlands is rehabilitating her indus- 
trial plant with the aid of $1,253,000,000 
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of U.S. money. Belgium, Norway, Den- 
mark, Greece and Turkey, all have been 
helped. 

The general picture Premier Stalin sees 
as he surveys Western Europe is one of 
renewed optimism, greatly increased ac- 
tivity, and higher living standards. Little 
of this would have been possible without 
the flow of U.S. dollars and the goods 
that those dollars buy. 

A different situation prevails in 
Eastern Europe. No dollars flow to that 
region through U. S. loans or grants. Be- 
sides, the United States has shut off ex- 
ports to Russia or her satellites of any 
goods that could be used to build up 
their military power. Russia is declared 
to be anxious to place $100,000,000 of 
orders in U.S. for locomotives, road- 
building machinery, mining equip- 


; 

\ussia herself was unable to supply the 
needed goods. As a result, the economic 
situation in Eastern Germany rapidly 
went downhill. 

By the time the Russians lifted the 
blockade of Berlin and motor traffic again 
moved through the Russian zone, U. S. 
correspondents noted that most of the 
factories along the way had smokeless 
chimneys. They concluded that industry 
had come nearly to a standstill. This situa- 
tion apparently had much to do with Mr. 
Stalin’s decision to end the deadlock over 
Berlin. 

Czechoslovakia likewise has been 
feeling the lack of dollars from the United 
States and the pinch of the counterblock- 
ade. Machinery in the Czech factories is 
wearing out, and replacements are needed. 


© 1949, By U.S. News I 


Stocks of raw materials are running low, 
Czech representatives have been seeking 
a loan from the World Bank or the Ex 
port-Import Bank, but without success 
thus far. : 
Elsewhere in Eastern Europe, ambi- 
tious plans for industrialization are held 
up because of inability to obtain the nec- 
essary machinery. Russia is unable to 
supply it, and export barriers prevent ob- 
‘taining it in the West. Reports are that, 
all through the belt of nations dominated 
by Russia, discontent is rising. 
Russia’s about-face, 
executed, apparently is caused by this 
spreading discontent. Mr, Stalin remem- 
bers that. soon after World War TI. a loan 
of $1.000.000.000 


T 


now _ being 


earmarked for 
_S. Export-Import Bank. 


was 
Russia by the I 
There was even talk of a possible 

| 





ment and oil-production equipment, 
if export barriers are lifted. But, as 
matters stand, shortages are still 


$6.000.000.000 But 
did not press the matter, Later, she 


loan, Russia 


turned down a chance to share in 





severe all through Eastern Europe. 

Eastern Germany, under Soviet 
management, is far behind the 
Western part of Germany in the 
degree of its recovery. Ordinarily, 


the Eastern part buys coal, steel 20 


and manufactured goods from 
Western Germany, but the counter 
blockade imposed by the Western 


$462 


MILLION 


$299 
MILLION - 





$103 





Marshall Plan dollars, and stepped 
up the cold war instead, 

proved, _ that 
whole strategy has backfired. Now 
Mr, Stalin seems to have adopted a 


As events have 


new strategy—less aggressive, more 
conciliatory, and calculated to put 
Russia and her satellites in position 


to share in the vood things distrib- 








powers last summer shut these off. 
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WHERE DEMOCRATS GOT FUNDS 


Businessmen and Officials Brought Solvency 


Democrats, almost broke a year 
ago, have a sizable kitty on hand 
for the next campaigns. Truman 
victory did it. 

Louis Johnson, now Defense 
Secretary, raised much of the 
money. Campaign reports on file 
show where it came from, and 
when. 

Truman-Johnson appeals 
brought in $1,500,000, half of it 
after the election. 


At this stage, looking ahead to 
campaigns in 1950 and 1952, the Dem- 
ocratic Party finds itself in a comfort- 
able situation financially. There is 
plenty of money to be had for those 
tasks that a political party needs to 
do to keep its machinery in working 
order. 

Dollars were not always so easy to 
find. At times during his campaign for 
election, Mr. Truman was forced person- 
ally to try to raise money to meet the 


bills. People with money were not invest-.- 


ing in what appeared to be a losing 
cause. Louis A. Johnson, new Secretary 
of Defense, is credited by Mr. Truman 
with having rejuvenated party finances at 
a critical juncture. Since the election, 
money has been less of a problem. 

Mr. Johnson, in his new job, is able to 
turn over party financing to others. He 
has severed his connection with that 
phase of party work. When he set out to 
raise money, he was a lawyer in private 
life and a director of the Consolidated 
Vultee Aircraft Corp. There have been 
published reports since that Mr. Johnson 
was able to convince some in the aviation 
industry that they should invest in the 
Democratic Party and its future. Corpo- 
rations, however, are not permitted by 
law to make political contributions. 

Official reports, rather, show how in- 
dividuals came forward with gifts and 
with loans that added up to important 
amounts, both before and after election. 

The chart on page 16 tells something 
of the over-all story of success in fund 
raising. It shows the poverty-stricken 
days of the Democratic National Com- 
mittee in the summer of 1948, when the 
party was divided, Mr. Truman was facing 
a hot fight for nomination and people 
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thought the party was heading into cer- 
tain defeat. It shows how party finances 
began to swell in September, 1948. 

It was on Sept. 13, 1948, that Mr. 
Johnson began his work with the Commit- 
tee. He is credited with raising almost 
$1,500,000 for the campaign. Of this, 
$800,000 came in before the election, the 
remainder after the voting was done and 
the Democrats had won. 

Mr. Truman said later: “There were 
times in this campaign when we were 
pretty well strapped. We couldn't buy 





addresses as: “%Q Floyd B. Odlum, 33 
Pine Street, New York, N. Y.” Each of the 
five was for the full legal limit of $5,000. 
This made a total of $28,000 from this 
address, including $3,000 previously 
given by Mr. Odlum, president of Atlas 
Corp., large investment company; board 
chairman of Consolidated Vultee Air- 
craft Corp., and a director of United 
Fruit Co. 

Four of the five were, like Mr. Odlum, 
directors of United Fruit—Samuel Zemur- 
ray, A. A. Pollan, Sam G. Baggett and 


—Harris & Ewing 


DEMOCRATS JOHNSON AND TRUMAN 
. no more money problems 


radio time. We couldn’t even pay for the 
transportation of the President from one 
end of the country to the other to make 
his campaign. But we did get Louis John- 
son interested in the situation, and from 
the time he began operations we were 
able to make the necessary tours and get 
some of the radio time necessary to tell 
the people of the United States what the 
issues really are and were.” 

The Committee was in good shape 
when Mr. Truman spoke. It was a long 
way from the hard-pressed days of the 
early campaign. Mr. Johnson’s drive and 
the postelection gifts had changed the 
picture completely. 

After votes were counted, contribu- 
tions piled in. Many of those who had 
been slow to give before the election had 
a sudden change of heart. 

Five gifts came in listing the donors’ 


John A. Werner. 
Kansas. 

Thomas A. Morgan, chairman of the 
board of Sperry Gyroscope Co., made a 
gift. Saichow Doo and H. K. Hee, opera- 
tors of an air line in Hawaii, contributed. 
Edwin W. Pauley, the California oil man, 
contributed. Oil producers, real estate 
men, ship-repair men,’ fisheries men, 
many Government officials either gave 
checks or added to those already given. 

L.. D.,-L. L.,. M..N.,.and: E. E. Long; 
members of a contracting firm in Charles- 
ton, S. C., who had lent $20,000 to the 
Committee on Election Day, wiped out 
the loans and made them into gifts in 
January and February. Other early 
lenders, including Mr. Whitney and Mr. 
Shields, changed their loans to gifts. 

With the campaign over and the elec- 
tion in the bag, the gifts piled up. Last 
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November, December, January and 
February, the Committee got more than 
$800,000 in gifts. Most of these were 
large. Of $199,736 given to the Commit- 
tee in January and February, $188,334 
came in contributions of $100 or more. 

In the preconvention days, the Com- 
mittee was barely keeping its head above 
water financially, Many heavy contribu- 
tors of the New Deal years fell away and 
lost interest in the campaign, Some sim- 
ply closed their pocketbooks and shut 
their ears to Mr, Truman, A few went 
over to Henry A, Wallace’s left-wing 
group. And, in the South, Dixiecrats 
rebelled and refused to send money. 

To help tide the Committee over, 
Cornelius Vanderbilt Whitney, Assistant 
Secretary of the Air Force, and Paul 
Shields, Wall Street broker, lent it some 
money, A few gifts came in. 

The larger gifts were from Donald 
Bloomingdale of New York; from William 
L. Clayton, the Texas cotton trader, then 
Under Secretary of State; Jack Frye of 
Washington, board chairman of General 
Aniline & Film Corp., and former presi- 
dent of Transcontinental & Western Air, 
Inc., and from B. R. Armour, of New 
York, president of Heyden Chemical Corp., 
and of American Aniline Products, Inc. 

Ambassadors and former ambassadors 
chipped in, some of them to the full legal 
limit of $5,000, the largest permissible 
campaign contribution. Herman B. 
Baruch, Ambassador to the Netherlands 
and brother of Bernard, gave $3,000. 
Laurence A. Steinhardt, Ambassador to 
Czechoslovakia, gave $5,000. So did his 


daughter, Dulcie Ann Steinhardt. Similar 
sums came from W. Averill Harriman, 
roving Ambassador of the Economic Co- 
operation Administration and a financial 
and railroad magnate; and from William 
D. Pawley, recently Ambassador to 
Brazil. 

But the Committee was running into 
debt rapidly. It came up to convention 
time pawing the air for money. 

In the early campaign, the plight 
seemed hopeless. The late Joe Blythe, 
national Democratic treasurer, fretted 
and worried. But few good-sized con- 
tributions came in. Mr. Clayton gave 
$4,000 and a similar sum came from his 
wife. Marshall Field, millionaire pub- 
lisher, gave $2,500. 

James Bruce, Ambassador to Argentina, 
New York banker and director of Repub- 
lic Steel Corp., Standard Gas & Electric 
Co., and American Air Lines, on Septem- 
ber 7 gave $2,000. Another $2,000 came 
from his wife, Ellen Keyser Bruce. 

Robert Butler, St. Paul contractor and 
shipbuilder, who had been made Am- 
bassador to Cuba after two years as 
Ambassador to Australia, came in for 
the legal top of $5,000 on September 14, 
just as Mr. Johnson was taking over. 

But the Committee still was in a tough 
spot as the campaign came to its peak 
operations, By September it already had 
spent $838,000 and collected only $451,- 
000, with the biggest phases still ahead. 
This was the plight when Mr, Truman 
and some of the top men of the party 
went into a huddle. Louis Johnson was 
called in to take over. 


In two months, September and Og 
tober, almost twice as much came in 
had been given in the eight months ber 
fore. There were small borrowings, by 
the two months netted gifts of $807,000) 

Some of these came from members of 
the official family. John Snyder, Secretary 
of the Treasury, was the biggest Cabingt 
contributor, He and members of his fam 
ily gave $8,000. Secretaries Charles Sawa 
yer, John L, Sullivan, Jesse M. Donald 
son, Tom C, Clark and W. Stuart Sym 
ington made smaller gifts. Secretary 
Charles F,. Brannan had given earlie 

Milton S, Kronheim, Jr., member 4 
a prominent Washington family of liquor 
dealers, who later became a federal judg 
in the District of Columbia, gave $3,500, 
Mr. and Mrs. Charles A. Ward of Si 
Paul gave the full legal amount of $5,008) 
each, Mr. Ward is head of Brown 
Bigelow, makers of calendars, campaig 
buttons and such things, At least ong} 
other official of the company made @ 
similar contribution. 

A smaller gift came from George 
Allen, old friend of Mr. Truman, who ig 
associated with ACF-Brill Motors Co, 
Aviation Corp., Consolidated Vulteg 
Corp. and Republic Steel Corp. 

The net result is to put the Com 
mittee in the best shape it has been i 
many years. But some Committee official 
say they have heard criticism because of 
the business associations of big campaig 
contributors. 

These officials say they would like t 
find another way to finance campaigns) 
But they have not found one. 
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We've written a new chapter 


in the story of carload freight* 


A BsO first” in freight 
service enters ‘ts third 


successful year: 


Shipping men and manufacturers are ing both consignee and consignor that 
enthusiastic! For B&O’s Sentinel a car has been cut out of the train, 
Service has taken guesswork out of and advising of its reforwarding- 
scheduling. Now, 4 receiver can know 


when his carload will arrive, and plan Is your plant receiving the benefits 


his unloading and processing accord- of this new B&O service? Don’t pass 


ingly. B&O has made siding-to-siding it up! Even if your plant is not actually 
dependability a fact! on B&O lines, you can benefit. Sentinel 


“What happens,” you may ask, 


‘Gf acar has to be repaired enroute?” applied t 


On Sentinel cars: Automatic Records time they are received on 


go into action - nmediately —notify- the B&O. Ask our man! 


ORE & OHIO RAILROAD 


doing things —better! 













ENGINEERING 





BORG-WARNER HAS BEEN © 
| | WORKING HAND /N HAND W/7) 
: s CROSLEY FROM THE START / 


i PRODUCTION 


















“For extra quality and ruggedness, we have | 
Borg-Warner make certain essential operat 
ing parts to our own specifications.” 


Buell ulroid 


PRESIDENT, CROSLEY MOTORS, INC, 


At present, more than 60,000 Crosleys are on the road. 
And Borg-Warner is proud of its association with this car which 
can claim from 35 to 50 miles per gallon of gasoline—and actw 
ally weighs only one-third as much as other light cars. 

But this is only one phase of B-W’s association with the auto 
motive industry. Today, 19 of the 20 makes of cars contain one 
or more basic working parts from Borg-Warner. Such parts as 
transmissions, automatic overdrives, clutches, universal joints, 
propeller shafts, radiators and timing chains. 

Car manufacturers like Borg-Warner’s big-scale facilities and 
highly developed engineering skills. They appreciate, too, B-W’s 
constant objective: “design it better—make it better.” 

The result is a working partnership which promises for you | 
an even finer “car of tomorrow.” 


These units form BORG-WARNER, Executive Offices, 310 South Michigan Ave., Chicago: BORG & BECK * BORG-WARNER INTERNATIONAL * BORG 

WARNER SERVICE PARTS * CALUMET STEEL * DETROIT GEAR * DETROIT VAPOR STOVE * FRANKLIN STEEL ¢ INGERSOLL STEEL * INGERSOLL 

UTILITY UNIT * LONG MANUFACTURING * LONG MANUFACTURING CO., LTD. * MARBON * MARVEL-SCHEBLER CARBURETER * MECHANICS UNIVERSAL 7 

JOINT * MORSE CHAIN * MORSE CHAIN CO., LTD. * NORGE * NORGE-HEAT * NORGE MACHINE PRODUCTS * PESCO PRODUCTS * ROCKFORD CLUTCH °* = 
SPRING DIVISION * SUPERIOR SHEET STEEL * WARNER AUTOMOTIVE PARTS * WARNER GEAR * WARNER GEAR CO., LTD. 
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WHY BOSSES ARE LOSING POWER 


Voters Turn to a New Type of Politician 


Young newcomers to politics 
re moving up in the Democratic 
ry. They are cutting the power 
f old-line bosses. 
| Latest Roosevelt victory shows 
| frend. Famous name _ helps 
franklin, Jr., against Tammany. 
wt voters are leaning toward 
andidates who defy machines. 
‘Changes, appearing now, are 
ding to remodel the party. 


New figures are being projected 
to the Democratic picture as voters 
ok for younger men. Some of the 

es are emerging from old political 
achines as reform candidates. Others 

e fighting their way into office across 

le wreckage of the machines. 

‘Franklin D. Roosevelt, Jr., is the latest 

emerge. Before him came Senator Paul 

. Douglas and Governor Adlai E. Ste- 

son of Illinois and Senator Estes Ke- 

iver of Tennessee. Mr. Roosevelt and 
. Kefauver beat down powerful ma- 
ines to come to office. Mr. Douglas 
d Mr. Stevenson came in with the help 
a remodeled big-city machine. 
The demand by voters for new faces 
playing havoc with old machines. War 
fosperity and public-welfare agencies 
ve shaken their hold upon people. 
here are not so many things that ward 
ders can do for the voters now. 

Tammany Hall went down last week 

a surge of votes. Mayor Frank Hague 

| Jersey City has been swamped. Ed 

p, aging boss of Memphis, Tenn., 
been bowled over. But, in Chicago, 
ob Arvey, leader of the remnants of 
le old Kelly machine, fell in step with 

e trend, picked reform candidates of 

is own and has stayed in power. 

|The men brought to the top in these 

attles are mostly young, vigorous fight- 
fs. They are moving toward spots of 

ational leadership to replace those who 
ed to be called “the tired old men of 

e New Deal” and to bring fresh support 
» President Truman’s “Fair Deal.” 

Mr. Roosevelt is the third son and 
hamesake of the late President. He is 35. 
He ran for Representative in the 20th 

ew York district. The late Sol Bloom 
fad served for 26 years from that district 
vith the backing of Tammany Hall. This 
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F.D:R., JR: 
Like father... 


old organization which his father had 
fought rejected the younger Roosevelt. 
Republicans fought him also, as did the 
left-wing American Labor Party. He ran 
as the candidate of the Liberal and Four 
Freedoms parties. 

Independent voters swamped the old 
parties. Mr. Roosevelt ran away with the 
election and won a clear majority over 
his three opponents. He carried every 
political unit in the district, including 
Irish areas in which Tammany was 
strongest. National Democratic leaders, 
who endorsed his Tammany opponent as 
the regular candidate of the party, hur- 
riedly backtracked as the results came in. 
They issued statements welcoming Mr. 
Roosevelt into the party in Washington. 

As for Mr. Roosevelt, already being 
talked of as a future candidate for Gover- 
nor of New York, he has always insisted 
that he was a Democrat, although denied 
by Tammany the right to run as one. He 
refused to bolt the party last year and 


supported Mr. Truman for election, al- 
though he had favored General Dwight 
D. Eisenhower before the convention. 

In his own campaign, Mr. Roosevelt 
walked many miles through the long mid- 
town West Side district. He shook hands 
with thousands of persons, lunched at 
delicatessens and drank malted milks. 
Unlike his brother, James, who began in 
politics as a Democratic State Committee 
official in California, Franklin came in 
at the bottom, He had the financial back- 
ing of many of his father’s old friends. 
And he was quick to admit that the 
Roosevelt name was an asset in the cam- 
paign, but added that it was a liability, 
too—it did not win any votes from his 
father’s old enemies. 

In Jersey City, as Mr. Roosevelt won, 
thousands of persons were crowding into 
City Hall to welcome into office the first 
unbossed city administration since 1917. 
The voters, by a whopping big margin, 
had defeated the candidates of the old 
boss, former Mayor Frank Hague and 
put in a “Freedom for All” ticket headed 
by John V. Kenny. Mr. Kenny became 
mayor and he immediately called for an 
investigation of the city’s finances. He 
is a former Hague lieutenant. 

Memphis. The Jersey City voting re- 
flected the same unruly spirit that seized 
voters in Memphis last year. They turned 
against Mr. Crump’s candidates for Gov- 
ernor and Senator in the primaries. As 
a result, Gordon Browning became Gov- 
ernor and Estes Kefauver became 
Senator. Both had fought Mr. Crump. 

In Chicago, however, Jacob Arvey, 
back from the Army in 1946, moved 
into the seat of political power vacated 
by Edward J. Kelly and said it was time 
to end the spoils system in politics. Mar- 
tin H. Kennelly was persuaded to run 
for mayor. He was elected and went to 
work, somewhat to the discomfiture of 
the politicians. 

Again last year, the,machine turned 
to Adlai Stevenson and Paul Douglas 
and they were elected to the Governor- 
ship and to the Senate. Mr. Stevenson is 
trying, against the objections of the 
politicians, to bring new reforms to the 
Statehouse and Mr. Douglas is fighting 
for Mr. Truman’s “Fair Deal” program 
in the Senate. 

The net result of the big-city elections 
is that the voters are producing a new 
type of Democratic politician. And the 
newcomer is puzzling to some of the 
old-timers. 
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Franco, Looking for a Loan, 


Gets Cold Shoulder in U.S. 


Reported from MADRID and WASHINGTON 


Dollars for Franco Spain are 
not to be had just for the asking. 
Decision marks him as a bad risk. 

Spain, hard up, is running low 
on food, raw materials, machin- 
ery. Franco looked to the U. S. to 
bail him out. 

Bankers’ viewpoint is that 
Franco wants a bigger loan than 
he is worth,. needs to straighten 
out affairs at home to qualify for 
U.S. aid. 


Spain's Francisco Franco, in a new 
play for U.S. dollars, has lost again. 
This time the Spanish dictator is up 
against the hard fact that the United 
States is not prepared to advance the 
money he needs to keep his Govern- 
ment going. 

The peseta, Spain’s currency, is slip- 
ping in value. Food rations are down to 
hunger levels. Lack of raw materials, 
power, transport and machinery is forcing 
industry to slow further. At the same 
time, Spain’s credit rating is at a new 
low. As a result, Spanish businessmen 
are urging Franco to step aside, to per- 


mit others to rule. But the dictator is 
loath to go. 

Dollars for Franco seemed as good 
as in the bank when his agents reached 
the U.S. recently. They came with a 
new idea. Spain would be glad to buy 
surplus U.S. cotton, wheat, fats and 
machinery at a time when surpluses were 
mounting, if only the U. S. would provide 
the dollars. 

At the start, the Spaniards offered to 
take 40,000,000 bushels of wheat, 300,- 
000 bales of cotton and large quantities 
of fats and _ oils. The initial purchase was 
to be for $200,000,000. Many members 
of Congress were interested. Then the 
Spaniards explained that their plan 
could be expanded to spend $1,250,- 
000,000 in the U. S., much of it for elec- 
trical and transport equipment, textile 
machinery and other capital goods. It 
all fitted in, they said, with President 
Truman’s suggestion that the U.S. help 
out with the development of underde- 
veloped areas. 

All this sounded fine until the Span- 
ish agents and their friends got to the 
Export-Import Bank, where the money 
was supposed to be. There they ran into 
some questioning. 

Repayment of a loan, even an initial 
loan of $200,000,000, was a matter of 
concern to the bankers. The Export- 





European 


GENERALISSIMO FRANCO HAS PLANS 
. . . but no dollars 
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Import Bank had lent Italy less tha 
$100,000,000 only after an exhaustiye 
investigation as to Italy’s ability to x». 
pay. On the surface, Spain seemed tp 
have less to offer for security than Italy. 

Spanish sales of cork, olive oil ang 
wine for dollars didn’t add up to mud, 
Trade with Argentina and with Greg 
Britain was large, but it did not cove 
the credits to Spain that those countries 
offered. Argentina alone had lent Spain 
$309,000,000. Furthermore, the Franeg 
Government had something less thay 
$55,000,000 worth of gold left in its 
treasury. Congressmen had talked abou 
Spain’s reserves of uranium ore and other 
strategic minerals, but there was nothing 
to show that Spain had much uranium, 
and many of Spain’s copper and other 
mines were owned by foreigners, not 
Spaniards. 

Franco’s agents then explained that 
their Government planned to repay the 
U. S. only after Spain was put back on its 
feet by the larger development program. 
That meant more credits from the U.§. 
for a total of $1,250,000,000. The bank- 
ers explained that the Export-Import 
Bank had resources of only $960,000,000. 
Friendly countries that could show they 
were good risks had first claim on this. 
And Spain was such a poor risk under 
the Franco Government that the dictator 
had to send more than $25,000,000 
worth of his gold to London recently as 
security before he was able to get a 
private loan of $25,000,000 from a U.S. 
bank. 

In the end, Franco’s agents went away 
from the Export-Import Bank empty- 
handed. They did not even make formal 
application for the loan they had ex- 
pected to get. 

Another setback jarred the Span- 
iards too. The United Nations Assembly 
failed to give the necessary two-thirds 
majority to a resolution permitting its 
members to send ambassadors to Madrid. 
As a result, the 1946 resolution condemn- 
ing the Franco dictatorship as an ally of 
the German Nazis still stands. That reso- 
lution does not prevent the Spanish dic- 
tator from keeping an unofficial ambas- 
sador, a former Foreign Minister, in 
Washington. But it does remain as a blot 
on Franco’s record, a barrier to obtain- 
ing the dollars he wants from the U.S. 

A new try for a dollar loan to Spain 
is to be expected. Franco’s need for dol 
lars is acute; the Generalissimo may be 
prepared to shake up his Government 
and, perhaps, even to step into the back- 
ground to get a loan. In the future, how- 
ever, Spain’s bid for dollars is likely to 
be kept down to smaller amounts—per- 
haps $40,000,000 -for the purchase of 
U.S. cotton. Larger loans, the kind that 


will keep the Generalissimo in power i 


Spain, will be hard to get. 
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PRODUCTION: A LOOK AHEAD 


Further Cuts Expected, but They'll Be Mild 


Plants are tapering off produc- 
tion in almost all lines. Output is 
being geared to demand that is 
dropping a bit. 

Steel has moved from scarcity 
to plenty. So have other goods, 
materials. It means shorter work 
week, tightening all around. 

Dip in production, at bottom, 
will leave most plants busier than 
they were before the war. The 
setback looks mild. 


American industry is slowing down 
its operations. Of all major U. S. pro- 
ducers, only the automobile industry 
now has more orders than it can fill 
without long delay. In almost all other 
lines, production has either declined 
or is heading downward. 

Steel, acutely scarce only a few weeks 
ago, is becoming ‘abundant. Output of 
steel gradually is being cut back as orders 
decline. Makers of machinery are operat- 
ing many plants on sharply lower sched- 


ules. Textile mills frequently have cut ° 


output to half the postwar peak. One 
large copper producer is lopping eight 
hours off the 48-hour work week that has 
prevailed since the war. 

These examples are typical. The chart 
on this page shows what is going on. 
Output of goods at the postwar peak— 
last October and November—was almost 
double the prewar output. Production 
has slid off since the peak and is still 
dropping. From the way things look 
now, output will be down to a level 65 
per cent above prewar before the year 
is out. 

That level of production probably will 
mark the low point of the downward ad- 
justment that now is going on. It will 
amount to a decline of 15 per cent from 
postwar peaks, but will be high by any 
other standard. The expected decline also 
will be smaller than during previous 
downturns. The 1920-21 setback led to a 
30 per cent drop in production. Output 
dropped 24 per cent from 1929 through 
1930, and 33 per cent in 1937-38. 

Further declines in the output of 
goods are expected for a number of 
reasons. Official surveys indicate that 
business firms intend to curtail their out- 
lays for new plant and equipment. That 
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Basic data: FRB 


means fewer orders for producers’ goods. 
Private building activity is off from a 
year ago. That brings fewer orders for 
building materials, less employment in 
the construction trades. Merchants are 
cutting down on inventories. That results 
in smaller orders to suppliers. 

Consumers, by the first of this year, 
had purchased nearly everything they 
urgently needed except new automobiles. 
They had bought heavily in clothing, 
furniture, household equipment—even 
new houses. This buying had sent prices 
skyrocketing. Now consumers are cutting 
back in their buying. For one thing, they 
object to present prices. For another, 
their incomes are declining. Farmers’ in- 
comes are down because of lower prices. 
Workers’ incomes are falling because of 
layoffs and reduced work weeks. 

Price uncertainty also is a cause for 
the industrial slowdown. Businessmen 
hesitate to buy goods and supplies for 
future delivery when prices may be 
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lower a few weeks or a few months 
hence. The situation is different from a 
year ago. Then prices were rising and 
buyers wanted to get in ahead of the 
next rise. Now prices are falling and 
buyers are in no hurry. 

All these factors contribute to a gen- 
eral decline in factory output. But the 
decline will be felt differently by various 
lines of production. Some lines already 
appear to have curtailed output about 
as far as it will go. Others seem to have 
the downward adjustment still ahead of 
them—particularly automobiles. 

An industry-by-industry appraisal 
of the outlook is given in the charts on 
the next two pages. These charts show 
what has happened to production and 
what present trends indicate will happen 
in the months ahead. 

Iron and steel output has just begun 
to decline. That decline is expected to 
continue through the remaining months 
of the year. Demand for steel is dropping 
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for washing machines, refrigerators and 
other durable goods. It is down for con- 
struction materials and is due to decline 
for freight cars, Demand continues high, 
however, from the automobile industry 
and for oil pipe, By the fourth quarter 
of the year, steel operations may go as 
low as 177 per cent of prewar output. 
They are 234 per cent now. 

Machinery production already has 
taken a substantial drop and a further 
drop is indicated, This industry, as offi- 
cially defined, is a large one, including 
producers of all types of machinery, from 
electric razors to aircraft engines, 

Decline in machinery output to date 
has occurred chiefly in washing machines, 
refrigerators, radios, office equipment, 
some electrical equipment and machine 
tools. Probably to come are cutbacks in 
farm machinery, sewing machines and 
most types of industrial machinery, Out- 
put by the fourth quarter is expected to 
drop to 200 per cent of the 1935-39 aver- 
age. Machinery output had risen almost 
to three times the prewar production 
level. 

The auto industry is likely to have 
only a moderate downward adjustment— 
not more than 10 per cent. Demand for 
passenger cars is large and price cuts are 
to be expected later in the year if demand 
slackens. 

In other lines of transport equipment, 
the adjustment may be greater. Demand 
seems to have dried up for new freight 
cars, which indicates a sharp downturn 
when current orders are filled. Truck 
production also may decline. 

The lumber industry appears almost 
to have completed its postwar adjust- 
ment. Output now is close to the 1940 
level, down 18 per cent from the: postwar 
peak, and is unlikely to dip very much 
further. A decline in construction activity 
and a generally lower level of factory 
output probably will have a tendency 
to keep lumber production from rising 
this year. 

Furniture production also has under- 
gone a considerable adjustment. Output 
in March was 149 per cent of the 1935-39 
average—a 14 per cent decline from the 
postwar peak. A drop to 138 per cent of 
prewar is believed likely. 

Durable-goods industries, as a group, 
are expected to show the largest decline 
in the current downturn. That is usually 
the case in periods of declining produc- 
tion. Rather sharp declines are to be ex- 
pected in the production of metal prod- 
ucts and in clay and glass products. 

Soft-goods industries—manufacturers 
of nondurable products—are expected to 
undergo a smaller production decline 
than durable-goods industries. One 
reason for this estimate is that many soft- 
goods lines already have made their ad- 
justments. 
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Textile production now is down 
sharply. Current output is 20 per cent 
below the postwar peak, reached early 
in 1948. The bottom in the rate of textile 
production is likely to be reached before 
midyear. In the latter months of 1949, 
textile output probably will be rising. 

Cotton consumption, for example, is 
down to the 1940 rate, when allowance 
is made for the increased population. 
Rayon consumption appears to be fall- 
ing rapidly at present and woolen-textile 
production slumped sharply during the 
first quarter of this year. An improvement 
in the output of rayon and woolen goods 
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is expected during the second half of 
this year, 

Shoe production, like textiles, also 
appears to have dipped about as far asit 
will go. Output of shoes, on a per capita 
basis, is no larger than in 1940. That in- 
dicates no further dip of any significance. 
Production this year probably will match 
the 462,000,000 pairs that were pro- 
duced in 1948. 

Manufactured foods probably will 
be produced in as much quantity as last 
year. The present rate of production is 
near the postwar high, so some decline 
is expected in the second half of this year. 
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Higher output this year is expected 
in pork products, butter, cheese, lard, 
vegetable oils, all fruits except citrus 
fruits, which had.a bad harvest, Lower 
supplies are in prospect for beef, lamb, 
ice cream, canned milk and sugar. 

Paper-industry output is down al- 


most 13 per cent from the postwar peak, . 


reached last October. A further moderate 
decline is expected into the third quar- 
ter of this year. The final months of 1949, 
, are expected to show a pickup 
in paper production. Downtrends in this 
industry usually are sharp, but short 


lived, 
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Chemical industry has operated at a 
high level since the postwar reconversion. 
The first significant decline in chemical 
output occurred in March and further de- 
clines are expected, 

This industry covers a lot of products. 
Major weaknesses appear to be in paints 
and industrial chemicals. Soap produc- 
tion probably will hold near present 
levels, 

The rubber industry is another in- 
dustry that appears to have completed 
most of its expected adjustment. Output 
of rubber products is down rather sharply 
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moderate decline in this industry's output 
is expected. Government officials estimate 
tire production this year at 76,700,000, 
against 81,400,000 in 1948~—a mild dip. 

Tobacco industry, unlike most other 
industries, is likely to increase production 
a bit this year. Cigarette output is esti- 
mated at 390,000,000,000, against 387,- 
000,000,000 in 1948. 

Actually, the bottom of the decline in 
production that now is taking place is 
expected to be only moderately below 
postwar peaks and well above prewar 
levels. Little in the present situation 
points to any prolonged recession. 
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LESS CHANCE FOR BIG STRIKES 


Reported from WASHINGTON, DETROIT and CHICAGO 


Strike season, 1949, is to be 
rather mild, as things stand. 
Fewer and shorter walkouts are 
in prospect for U. S. 

Labor leaders find the bargain- 
ing harder as business slides a 
bit. Big raises are out. No-raise 
contracts are turning up. 

Test months are ahead in steel, 
autos, coal. Settlements made 
then will affect bargaining in 
other industries. 


The season for big strikes is to 
come late this year. It is delayed by 
terms of union-employer contracts in 
major industries, many of which run 
past mid-June and into July before 
entering the strike zone. 

Early signs are that, when the show- 
down season does come, strikes will be 
fewer and shorter than in other postwar 
years, The trend in man-days lost due 
to work stoppages has gradually been 
downward each year since 1946, when 
all records were broken, This year, labor 
unions are up against problems that limit 
the amount they can expect to gain by 
striking. Employers are in a_ stronger 
position to resist. 

John L. Lewis created a flurry in 
March with a short strike that sent up 
the line on the fever chart of man-days 
lost. The real test in coal, however, comes 
in July. There are indications that this 
year Mr. Lewis may try to avoid an in- 
dustry-wide strike. The strike of Ford 
Motor Co, employes is sending the fever 
chart up in May, after an April dip, but 
this was a premature strike—one not 
planned by top union leaders, 

Steel faces a July showdown, too. A 
strike probably will be avoided, or, if 
one is called, its duration is likely to be 
short. The steel industry, like others, is 
running into a situation where supplies 
are in excess of current demand. The 
electrical-equipment industry also has 
oversupply troubles. Substantial layoffs 
in that industry are causing union leaders 
to show caution. 

Labor trends, in fact, indicate that 
1949 may be a year when there is no 
full round of gains by unions, when the 
rising trend of labor costs—wage in- 
flation—is ended. In the first round, big 
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unions won increases of 18% cents an 
hour. Another 15 cents was added in the 
second round. The third round brought 
another 13 cents. Now, in the fourth 
postwar year, increases are to come less 
easily. Where granted, they are likely to 
range from 5 to 10 cents, and many 
unions will settle for no raises at all. 

No-raise settlements, in fact, are in- 
creasingly frequent in contracts already 
signed for 1949. A strike of electrical 
workers against the Philco Corp., for ex- 
ample, failed to win an increase. The 
union settled when the company agreed 
to talk about wages later if a pattern of 
increases developed in the electrical- 
equipment industry. Farm-equipment 
workers are getting no immediate in- 
crease under a new contract with the 
International Harvester Co. They, too, 
have the right to talk wages later. Unions 
in the textile, clothing and paper-manu- 
facturing industries also have been 
settling without increases. Building 
trades in some cities are not even asking 
for raises this year. 

Small increases are acceptable to 
unions in many other industries. Leather 
manufacturers in New England settled 
with a CIO union for 4% cents an hour 
more. In the apparel industry, half of 
the agreements signed this year have 
been for increases of 6 cents an hour or 
less. The huge chemical industry, in 
two thirds of the contracts signed up to 
now, has kept raises at 10 cents or less. 
Brick and clay workers in three States 
signed agreements boosting wages 5 
cents an hour. 


Pay cuts, while still the exception, are © 


appearing here and there. Up to now, 
these have been confined to industries 
where the outlook for 1949 is gloomy, 
or to industries where wage agreements 
have been adjusted to the rise and fall 
of prices. Nonunion workers in some 
zinc mines are taking pay cuts. Hosiery 
mills and some cotton-textile plants are 
reported to be cutting. Union workers 
generally are not yet affected by cuts, 
and are not likely to be soon. There is 
little sentiment among employers to cut, 
but there is a strong desire to hold the 
wage line at present levels wherever 
possible. (For more on wage cutting 
see page 45.) 

Fringe settlements, too, are few. It 
is a popular idea among unions now to 
demand pensions, insurance plans and 
other social-security benefits along with 
wage boosts. But very few such de- 


mands have been granted in the con. 
tracts signed so far this year. Employers 
view these things as luxuries that they 
would like to give, but cannot afford in 
a period of business uncertainty. Such 
fringe issues will be pushed harder, 
however, in negotiations coming up in 
steel and autos. 

Strikes, when called, are not bring. 
ing expected results. Workers are in no 
mood to lose even a week’s pay when 
there is no assurance that by striking they 
will gain anything. Rising unemployment, 
too, is affecting workers’ attitudes toward 
strikes. Few are willing to take the chance 
of losing their jobs to others when jobs 
are hard to get. 

Looking around the country in recent 
weeks, workers have seen evidence that 
this may be a bad year to strike. Printers 
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in Chicago, for example, have been on 
strike for a year and a half, and no settle- 
ment is in sight. The newspapers in- 
volved have been publishing as _ usual, 
and appear to be in no hurry to settle. 
Taxicab drivers got nothing out of their 
strike in New York. Many other small 
strikes in various parts of the country 
are drifting along, with little progress 
being made toward settlement. 

Workers also have seen how far at 
least one big employer—the Ford Motor 
Co.—is willing to go in resisting a strike 
over issues Other than wages, Ford re- 
fused to yield to union demands in a 
dispute over production schedules, even 
though the strike that followed brought 
a shutdown of plants in many parts of 
the country employing more than 100,- 
000 workers. This strike came at a time 
when company and union were about to 
start talking over terms of a new wage 
contract. The union, as a result, is in a 
weakened position to strike later over 
wages if its wage demands are rejected. 

Employer attitudes toward union 
wage demands are influenced by markets 
for their products. With markets sliding 
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off and prices skidding, employers are 
looking around for ways to cut costs and 
increase efficiency. Wage increases, add- 
ing as they do to the cost of doing busi- 
ness, do not figure in their plans. As a 
result, the easygoing settlements of 1947 
and 1948 are disappearing. Employers 
this time are to be tougher bargainers 
than at any time since the war. The time 
is gone when a 15- or 20-cent wage 
boost could be passed on to the buying 
public in the form of higher prices. 
Union attitudes reflect the realiza- 
tion that the days of easy money are com- 
ing to an end, These attitudes show up 
more in realistic discussions around the 
bargaining table than they do in state- 
ments to the press calling for fourth- 
round increases for all workers, such as 
the CIO’s latest policy statement. The 
futility of asking for more pay at this 
time is recognized by some_ unions. 
Among them are the metal-trades unions 
on the West Coast, which have an- 
nounced that they will make no wage 
demands upon shipyards in that area 
this year. Most unions, however, con- 
tinue to ask for wage boosts, but in a 


half-hearted manner, indicating a greater 
willingness to compromise than they have 
shown at any time since the war, They 
appear anxious to avoid strikes if they 
can do so without losing face. 


The real answer to union attitudes, 
however, will come in the next two 
months when the wage showdown comes 
in steel, autos and coal. If unions in these 
industries squeeze wage concessions out 
of their employers without strikes, pres- 
sure on other employers will be heavy. 
If the disputes end in big strikes, the 
strike fever could spread elsewhere. Em- 
ployers and unions in many smaller in- 
dustries are marking time, awaiting the 
outcome of these negotiations. 

Business prospects for the next 
twelve months are dependent upon what 
happens to wages and prices in the ne- 
gotiations getting under way in big in- 
dustries. If the wage level is held with- 
out strikes, the air will be cleared and 
business will be in a position to go ahead 
after price adjustments. If a rash of 
strikes over wages breaks out, another 
unsteadying force will have been added 
to the economy. 
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Rise of the B-36: What It Means 


Big plane plants are hit hard 
by new defense policy. Build-up 
of B-36 means lost business for 
other warplane makers. 

Consolidated Vultee’s bomber 
gets the nod as U. S. basic weap- 
on. Other aircraft contracts are 
canceled or cut back. 

Risk, as opponents of new pol- 
icy see it, is that B-36 may be 
obsolete soon, leave U. S. behind 
the times. 


War strength of the U.S. in years 
ahead is to be centered more and 
more in the B-36 bomber—a giant, 
intercontinental plane that can carry 
the atom bomb, but whose future use- 
fulness already is being questioned. 

Louis Johnson, Secretary of Defense, 
has thrown his weight behind this plane 
as the basic weapon for U.S. air power. 
To provide funds for large-scale con- 
struction, orders for other planes were 
canceled or cut far back. The plan is to 
quadruple the number of the heavy 
bombers as the first-line ‘striking force, 
even though not long ago performance 
of the B-36 was viewed with some skep- 
ticism by Air Force planners themselves. 

The B-36 is built by Consolidated 
Vultee Aircraft Corp. It is credited with 
a speed of more than 350 miles an hour 
and a theoretical range of 10,000 miles. 
It can operate above 40,000 feet. Yet 
fighter planes now in existence, jet pro- 
pelled and with speeds far above that of 
the B-36, are being offered as a challenge 
to the plane in which U.S. is to invest 
heavily. Means of defense against rela- 
tively slow, big bombers are reported to 
have made big strides and to be on the 
verge of still bigger strides, 

Of one fighter plane, already tested by 
the U.S. Navy, this is said officially: 

“The new McDonnell single-seat, 4- 
20-mm.-gunned, twin-jet-engine, carrier- 
based fighter, the F2H-1, now being 
delivered to the fleet, will be able to 
accomplish interception and_ successful 
attack against the B-36 throughout the 
latter’s range of possible performance.” 

Tests of B-36 performance in relation 
to performance of this and other planes 
now are being insisted upon by the 
Armed Services Committee of the House. 
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Single-Weapon 


Investment already ordered in the big 
new bomber is large. To permit that 
investment, orders for $326,000,000 
worth of other planes have been can- 
celed, as have more millions in engines 
and equipment. Buying programs killed 
add up to $609,000,000 in orders placed 
or pending, though some of the equip- 
ment involved will be diverted to other 
programs. 

Two big cancellations are involved. 
One was announced on January 12 by 
James Forrestal, then Secretary of De- 
fense, after behind-the-scenes confer- 


THE B-36: 


IT GETS THE NOD 


Strategy Is Facing Tes 


These orders, placed with Coiisolidated 
Vultee, all have been authorized in the 
last six weeks, and officially approved by 
Mr. Johnson. The first, for 39 planes, was 
announced April 8. Cost of each plane 
fully equipped with six piston-type en. 
gines, four jet auxiliary engines, radar 
and other necessary electronic equip. 
ment, is estimated by an Air Force pr. 
curement official at about $3,000,000, 
Total cost of these 75 added _ planes 
comes to $225,000,000, or one dollar of 
every six being spent for all new Air 
Force planes during the year. 





—Consolidated Vultee 


. . spearhead of U. S. air power 


ences with Mr. Johnson—who instigated 
or was consulted on all major decisions 
made by Mr. Forrestal since the first of 
the year. The second cancellation was 
made April 5, a month after Mr. Johnson 
was appointed as new Defense Secretary. 
This step had Mr. Johnson’s written 
authorization. 

Cost of making these cancellations is 
estimated by Air Force officials as about 
$70,000,000, or not far from half the 
cost of the supercarrier that was vetoed 
by Mr. Johnson due to its high cost. This 
cancellation cost involves payment for 
work done, engines and parts made for 
planes whose orders now are terminated. 

Orders for 75 new B-36 planes, and 
for adding auxiliary jet engines to B-36s 
now on hand, earmark most of the dollars 
saved by these cancellations, after costs 
of canceling the orders are deducted. 


Effect of this shift is to be felt both 
in future U.S. defense strategy and in 
the relative prosperity of firms in the 
U.S. aircraft industry. 

In air weapons, the shift signals a 
change of basic policy. Up to now, the 
theory had been to experiment with 
many types of plane, to keep U.S. air 
power up to date by ordering small num- 
bers of each type. The new theory, as 
given officially, is to place a few big 
orders in “an effort to further concentrate 
the USAF procurement program into as 
few models as possible. Result is 
that a variety of other new planes are 
being sacrificed to the B-36. Orders are 
canceled, for example, for 43 Boeing 
B-54s, developed from the B-50 and de- 
signed to be both faster and cheaper than 
the new basic plane. So were orders for 
30 of Northrop’s spectacular B-49 “Fly- 
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ing Wing” bombers, killing off that pro- 
gram. So were orders for 51 of North 
American’s fast new B-45C bombers, and 
for dozens of newly designed fighter 
types. 

Basic striking force, instead, is to be 
in four new groups of B-36 bombers, 
each with 30 planes, plus a 49-plane re- 
serve of these heavy bombers. This big 
investment, its critics insist, is in planes 
that may be obsolete in five or 10 years 
as other nations develop fast, high-flying 
jet fighters and antibomber guided mi» 
siles already on U.S. drawing boards. 
If so, they point out, the B-36 investment 
is a bet that will pay off only if war 
comes in the few years ahead. 

In the aircraft industry, too, the shift 
in plane orders is to bring basic changes. 
Most of the nation’s biggest aircraft firms 
are involved. For example: 

Consolidated Vultee, one of the two 
major firms to lose money last year, 
emerges with most of the new business 


for military planes. Its backlog for air-— 


craft frames alone jumps from about 
$190,000,000 to a total of more than 
$300,000,000, second biggest in the 
industry. 

Boeing, in contrast, sees its lead of 
$445,000,000 in backlog orders cut to 
about $350,000,000. This includes orders 
placed during the last two fiscal years 
and not yet filled. Boeing’s share of the 
industry’s business—about 92 per cent 
of which is now in military orders—thus 
is reduced considerably, while Consoli- 
dated’s share increases. 

North American, too, is sustaining: 
some heavy cutbacks. Its cancellations 
include orders for the B-45C bomber and 
F-93 fighter, leaving its only big military 
business in F-86 fighter planes. 

Northrop, builder of the B-49 atom- 
bomb-carrying bomber, sees its contract 
to deliver 30 of these planes killed, with 
no prospects of future orders for such a 
jet bomber. The firm retains only its 
contract for F-89 fighter planes. 

Curtiss-Wright lost all of its Air Force 
plane contracts in the cancellations when 
an all-weather fighter, the F-87, was cut 
back to get B-36 funds. It now is to manu- 
facture only engines and parts. 

Other big firms, making Air Force 
fighter planes or Navy aircraft, are af- 
fected less. Yet such companies as Doug- 
las, with sizable Navy orders, expect to 
suffer indirectly by the cutback in the 
Navy’s carrier program that accompanied 
the shift in bomber contracts. 

What the B-36 can do, as a result, is 
coming in for serious study by advocates 
of diversified weapons for defense, and 
by most of the aircraft industry. But, as 
matters stand now, Mr. Johnson’s sup- 
port of the B-36 program is resulting in 
a clear victory for the single-weapon 
strategists and for Consolidated Vultee. 


MAY 27, 1949 


THE B-45C 


THE B-50 
.» . single-weapon strategists won the day 


-North American Aviation 





-Northrop 





27 













ee 






SE MEMEO E Sn 






















May 27, 1949 


“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 
GEORGE WASHINGTON 
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fe CHEATING THE PEOPLE 


BY DAVID LAWRENCE 


The American people—banks, insurance companies, 
corporations, individuals—hold the major part of the 
$252,000,000,000 of Government debt. 

The faith of the Government is pledged that these 
borrowings will some day be repaid. 

But in what kind of dollars? 

If a citizen puts up for social security, or pensions, 
or insurance, a dollar that today can buy a certain 
quantity of goods and ten years from now that same 
dollar in the hands of his widow can buy only a 
quarter of the same amount of goods, the cheating is 
palpable. 

Is America about to undertake a gradual process of 
repudiation? 

The Congress adopted a Securities and Exchange 
law a few years ago forbidding private financial insti- 
tutions to issue securities without a prospectus dis- 
closing all pertinent information. It was specifically 
said that there must be no misleading or false informa- 
tion given. 

Can any committee that is about to tell us to buy 
Government bonds assure the buyers that all pertinent 
information has been disclosed and that there is an 
assurance of sound management of the nation’s 
finances? 

The President of the United States is requesting for 
the fiscal year beginning July 1 next a budget of $42,- 
000,000,000 to $44,000,000,000. Only $33,800,000,000 
was spent in the fiscal year ending June 30, 1948. We 
survived under a smaller budget less than two years 
ago. Why not now? 

Facts of economic life: Tax receipts are falling 
off. Increases in tax rates will not bring increased 
revenue because business volume is diminishing. This 
is pertinent information. 

The whole business situation is clouded by the fact 
that the Government is pursuing a reckless program 
of overspending. We face a federal deficit of from 
$3,000,000,000 to $5,000,000,000 in the next fiscal 
year. 

The facts of our economic life have been plain to see 
for months. There apparently is no hope as yet of any 
cooperation from the President. 





The only hope lies in Congress. 

But why doesn’t Congress slash expenditures? Why 
is Congress so ready to go along with extravagant and 
unwise spending? 

The answer is that the people, who may be said to 
boss Congress, have not asserted themselves. 

There is thus far no aroused public opinion against 
“going into the red.” 

Yet there are signs that the United States is about 
to embark on an era of “deficit financing.” 

This euphemism merely means that the American 
Government may start the printing presses rolling 
again to print more and more securities for which ar- 
rangements to repay have not been made. 


Poor record in debt reduction: If a private bor- 
rower with a huge mortgage on his house goes to a 
bank to renew it, he is asked when he will pay off the 
loan or at least how much per year he will apply to 
curtail the principal. But the American Government 
drifts year after year without telling the borrowers 
when and how it intends to pay off the huge public 
debt that hangs over us. 

What is needed, of course, is a program of expense- 
cutting and wise taxation so that a surplus for debt 
retirement will be available. 

Mr. Truman the other day boasted that he had re- 
duced the debt by about $27,000,000,000 since he be- 
came President. Actually, $20,000,000,000 was paid 
off in 1946—a few months after the war closed—by 
using up excess balances left in the banks by the 
Treasury from a Victory Loan drive that produced 
more money than was needed. The remaining $7,000.- 
000,000 is all that has been paid off through an excess 
of receipts over expenditures in one of the most pros- 
perous periods in American history. Of those receipts, 
several billions came from the sales of factories and 
goods left over from wartime. 

This is not a good record. In four years the United 
States should have been able to pay off at least $2,500.- 
000,000 a year, or a total of about $10,000,000,000, by 
achieving a surplus of tax receipts over expenditures. 

What plans are there for paying off the debt at any 
such rate per year? None. 
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. of U.S. News & World Report are written in their entirety by the 
international news irrespective of the editorial views expressed here.) 


“|! wholly disapprove of what you say but will 
defend to the death your right to say it.’’ 


VOLTAIRE 
















What is the outlook then? Is it to keep on spend- 
ing and spending and borrowing and borrowing? 

Mr. Truman’s only answer thus far has been to call 
for a tax measure theoretically designed to raise an 
additional $4,000,000,000. But his own economic ad- 
visers have told him that taxes have reached the point 
of diminishing returns. There is grave danger that in- 
creased tax rates will bring even less revenue to the 
Treasury than present rates are bringing. 

There are only two ways to achieve a balanced 
budget and a surplus. One is to reduce expenses and 
the other is to bring about an increase in business 
volume from which increased tax receipts ‘can be 
derived. 

A dynamic economy can bring in larger tax reve- 
nues. But that means sound policies of legislation to 
encourage rather than to discourage business ex- 
pansion. 

Since the Administration is not yet, interested in 
encouraging business, it must become interested in 
feducing expenses. 

But everybody in the pressure groups wants his pet 
project passed by Congress. Citizens’ organizations 
are lobbying for this or that expenditure. Individual 
items are backed by powerful bureaus in the Govern- 
ment itself which do not want to see their funds 
reduced. 

Dangers of deficit financing: Under such circum- 
stances, public opinion must intervene. From one end 
of this country to the other citizens who recognize 
the dangers of deficit financing must rise to petition 
Congress to take into account the national rather than 
local interest. 

For deficit financing now is dangerous. 

It was not hazardous in the early ’30’s when the 
public debt was about $17,000,000,000, having been 
reduced from $27,000,000,000 by Republican Ad- 
ministrations. Even at $45,000,000,000 in 1939, the 
federal debt was small in comparison to the total of 
private debt estimated then at $139,000,000,000. 
But to start deficit financing when the federal debt 
is $252,000,000,000 in addition to a huge private debt 
is risky. 


Government borrows people’s savings without a fiscal policy that will assure 


repayment in a sound dollar—Program needed to reduce spending and 
provide for paying off debt—High tax rates do not mean more revenue 


It could mean loss of confidence in the integrity of 
the dollar. 

It could mean the flight of the dollar from savings 
to the purchase of commodities and tangible articles. 

It could mean runaway prices and a worse inflation 
than we have ever had before. 


Ways to “keep out of the red”: Such an inflation 
ruined Germany and brought Hitler as the alleged 
savior. The Communists in Russia have been predict- 
ing it would happen again and in Arherica. They have 
been patiently waiting for the collapse of our great 
machine of production. They feel they need only wait 
for the disintegration of our economic system to begin 
their gradual infiltration into the governments of 
Europe. 

What good is the North Atlantic Pact if the gov- 
ernments which sign it are gobbled up by a Commu- 
nism chosen in desperation by peoples to whom 
America is no longer able to furnish economic aid? 
How long can Europe hold out if the United States 
is in the midst of economic chaos? 

The issues are international, therefore, as well as 
national. 

It is time for Congress to act. 

First, there should be a bill passed which reduces 
over-all spending by 10 per cent. This would save at 
least $4,000,000,000. 

Second, all projects which are new in the sense that 
no funds have been spent on them heretofore should 
be postponed for at least one year until the business 
situation clears. This will save more billions and 
create a surplus for debt retirement. 

Third, all cuts in appropriations should be effected 
by heads of agencies and applied without discrimina- 
tion among federal employes. The major cuts should 
be made in those areas of spending which permit of 
deferment for at least a year. 

These are ways to “keep out of the red.” It is the 
people’s business. Do the people want to be cheated 
or will they rise to their own protection? The next 60 
days must bring the answer—a refusal to be vic- 
timized by an unscrupulous scheme of deficit financ- 
ing. 




















— WHICH COMES: 
- The Chicken (FEED). 
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Vastly improved equipment for ; Atomic energy projects— 
flour mills: A-C introduces new - j mining and refining of precious 
roller mill, all-metal purifier and ee uranium ore—employ A-C crush- 
free-swinging sifter that set new a Vip | ers, feeders, grinding mills, screens 
and allied equipment to assure 
efficient, uniform reduction. 


Revolutionary new Allis- Hy OSX Power generation, steel mak- 
Chalmers tube-type, explosion- % ing, paper making—every basic 
E . ’ 


standards of sanitation and prod- 
uct quality, 


producing industry —relies on 


proof motors are practically self- 
A-C’s 102 years of machine-build- 


cleaning, cut maintenance costs. 
28 soon to drive oil pumps on new 
Ft. Worth to Chicago pipeline. 


ing experience to speed to you 
their products for good living. 





ES IRST ?... 
or the Egg (FOOD 


M*: NO MISTAKE about it, feeding 
a nation calls for feed and food— 
plenty of both! 


Poultry on American farms consume 
around 100 million tons of chicken feed 
each year—to provide Americans with 
some 31% billion pounds of chicken and 
55% billion eggs. 

And that’s only a small, fraction of 
America’s food production—fresh, pack- 
aged, canned, frozen or dried! 

Allis-Chalmers helps to make food 
U.S. A.’s No. 1 Industry . . . with its roller 
mills, sifters and purifiers in the nation’s 
flour mills . . . its blowers, compressors, 
pumps and motors in canneries, process- 
ing, packing and quick-freeze plants ... 
its tractors and harvesters on American 
farms. 

In fact, it’s a rare industry indeed, 
that doesn’t employ A-C machinery to 


help turn out its wares. 


ALLIS-CHALMERS MANUFACTURING CO, 


1388 South 70th Street, Milwaukee 1, Wisconsin 


LLIS-CHALMERS 


basic One of the Big 3 in Electric Power Equipment — 


ies on 
build- 


) you Biggest of All in Range of Industrial Products 
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Surprising though it seems, a fly— 
when it lands on a board—causes 
distinct vibrations. They can be 
detected by a remarkable new 
RCA electron tube. 

Slimmer than a cigarette, and only 
half as long, RCA’s tube picks up vi- 
brations with a pin-sized shaft—and 
these vibrations may then be con- 
verted to visible or audible signals. 
More important, the new tube can 
be used to make measurements of 
the degree of vibration. 


Supersensitive electron tube, developed by RCA, makes possible 
more accurate measurement of minute vibrations. 


Can @ housetly make a Loate bounce ? 


Scientists predict many practical 
uses for this electronic transducer. 
Airplane designers can hitch it to 
engines or whirling propellers and 
locate vibrations which might lead 
to trouble. Oil men can use it to 
measure the sound waves with 
which they scout for oil. 

And your smooth-running automo- 
bile of the future may be an even 


better car when the facts gathered by 
RCA’s new tube are put to work. 


Another RCA ““first”: 
This, the first electronic trans- 
ducer, is only one research achieve- 
ment pioneered at RCA Labora- 
tories. Such leadership in science 
and engineering adds value 
beyond price to any product or 
service of RCA and RCA Victor. 


Examples-of the newest developments in 
radio, television and electronics can be 
seen at RCA Exhibition Hall, 36 West ® 
49th St., N. Y. Admission is free. Radio Cor- | 
poration of America, Radio City, N. Y. 20. F 


RADIO CORPORATION of AMERICA 
World Leader in Radio — First in Television 
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>> To put the U.S.-Soviet showdown at Paris in perspective..... 

Acheson-Vishinsky contest is quite different from the Marshall-Molotov 
affair that formally split the world in two some 18 months ago at London. 

Much weaker Russia leaves Vishinsky with poorer cards than Molotov had. 

Much stronger U.S. gives Acheson far better cards than Marshall had. 

At London, late in 1947, Molotov could be tough, unyielding, felt able to 
ask for more and more. He and Stalin thought they had the world by the tail on 
a downhill pull. When Marshall fooled them by ending the conference abruptly, 
Stalin-Molotov reply was rougher than ever: Wreck the Marshall Plan, get control 
of France and Italy through fifth columnists, force U.S. troops owt of Europe, 
then take over Germany, the industrial Ruhr, occupy all Europe at leisure. 

At Paris, today, Vishinsky can't play those cards. They've failed, badly. 
He has to produce new cards, new line of play. U.S. successes force him to. 











>> In a brief 18 months, this is how the picture in Europe has changed: 
Marshall offensive, still rolling, is pushing Russia back, keeping her on 
the defensive. Soviet expansion in Europe has been stopped cold. Communists 
have taken a licking throughout Western Europe, lost their big chance to seize 
power there. Germany, all of it, is facing West rather than East. Marshall 
Plan is working, even if not perfectly. Rearmed, united West is the prospect. 
Molotov counteroffensive, on the other hand, is a flop. U.S. is still in 
Berlin, still deep in Europe. U.S. ward, West Germany, is stronger than Rus- 
Sia's ward, East Germany. Molotov Plan for economic recovery of East Europe is 
not delivering the goods. Soviet might no longer looks so impressive to Europeans. 
In short: Marshall's idea of confronting Stalin with facts--dollars, arms, 
Strong Europe--has begun to pay off. U.S. is now in a position to bargain. 























>> Stalin, as it turns out, has made one blunder after another. 
It was a blunder for Russia to stay out of the Marshall Plan. By going in, 
Stalin could either have acquired free dollars or killed the plan at birth. 
It was another blunder to try to force the West out of Berlin by blockade. 
It was a worse blunder, apparently, to let East Germans go to the polls. 
And, while cleaning up after these blunders, Stalin faces fresh trouble in 
his satellite area, plus trouble with.Tito, plus trouble at home with armed 
rebels in the Ukraine and Caucasus. Communist victories in Asia don't solve 
problems in Europe. Trying to run China, besides, is really asking for trouble. 











>> Now it is questioned, as a result of German elections, whether Communists 
there could win more than 5 or 10 per cent of the vote in a free election. 
(over) 
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WORLDGRAM-- (Continued) 


Communist machine throughout Eastern Germany was all set for the usual 95 





per cent "yes" vote. Usual two-day voting was scheduled, to give Communists time 
to get out the vote. Usual hints circulated that "no" voters might lose jobs, 
homes, rations. Ballot, asking Germans to vote "yes" if they wanted peace, unity, 
end of occupation, seemed sure to produce 99.9 per cent "yes" vote. And yet: 

German voters, by Communist count, invalidated every 15th ballot, voted "no" 
on one third of remaining ballots, "yes" on only two thirds. 

Communist figures, however, are not believed outside of Communist circles. 
Actual vote might have been two "no" votes for every "yes" vote. Nobody knows. 

As it is, the vote is a terrific setback for German Communists, as well as 
for Stalin's plans to run a unified, Communist Germany from Moscow. 








>> Lessons for Stalin in the election seem to be these: 

It's unsafe to count German people as Soviet Ally even when Soviet troops 
are on hand, even when Communists are running elections, counting the votes. 

It's risky to underestimate anti-Communist feeling in Germany. Germans 
are used to high living standards, resent going without so that Russians can make 
off with 25 per cent of East Germany's industrial output in reparations. 

It's a mistake to ask Germans to vote for Communists at a time when they have 
reason to think the West--growing stronger--has more to offer them. 








>> Mystery of the German election is why Communists, in their tally, admit that 
at least 4,000,000 East Germans ‘oppose them. Best explanation is this: Where so 
many poll watchers, vote counters are involved--perhaps 500,000--it's hard to 
keep things secret. Precinct workers know how many in their precincts voted 
"no," won't swallow usual story'of all voting "yes." So the Communists, after 
20-hour delay, decided to admit a big "no" vote, a much-reduced "yes" vote. 


>> Soviet willingness to talk peace for Greece puts U.S. in this dilemma: 

Cost to U.S. of aiding Greece is running above $300,000,000 a year; by next 
year will total $1,000,000,000--far more if all postwar relief is counted. Yet 
U.S. observers in Athens see no end to process. So peace would be wonderful. 

Distrust of Soviet peace offer, however, is strong among U.S. officials. 
They assume peace talk is just part of Soviet peace offensive aimed at Paris. 








>> Nevertheless, there's a chance Russia means it. This is why: 
Communist offensive in Greece is slowing down, losing ground. 
Communist neighbors, suspicious of each other, are tending to pull apart. 
Peace, then, might serve Russia's purposes in Balkans better than war, just 
now; at same time improve Soviet chances for U.S. trade, maybe U.S. dollars. 








>> Swing to the right in British local elections, though strong, isn't enough 
to guarantee Conservative control of Government next year. But it shortens odds. 
Labor's losses in two sets of local elections still leave Labor holding 
some of postwar local gains, leave Labor's strength in Parliament untouched. 
Catch in using local results as a guide is that total vote is only half that 
in national election. No one knows how the other half would have voted. 
frend to watch is that of British exports. If exports drop, as in April, 
sooner or later imports will have to be cut. That means more belt tightening. 
Labor might then call main election early, before voters feel the pinch. 
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Life Around the World 


Germans devise way to smuggle factories 


by moving the border—but it doesn’t work 


WALDMOHR, GERMANY 
ERMAN BUSINESSMEN, while protest- 
G ing Allied dismantling of factories 
for reparations, have been doing some 
dismantling of their own. Several firms 
have been taking their factories apart in 
an effort to smuggle them out of the 
country for sale or operation abroad. 

The scheme, recently discovered by 
German customs officials, has added a 
novel twist to the postwar history of 
smuggling in Germany. Instead of 
smuggling small items of high value in 
the usual way, the plotters planned to 
ship whole factories across the German 
border into the Saar, to escape German 
currency and exchange controls. And, 
instead of moving goods across borders, 
their idea was to have borders move 
across the goods. 

Center of the conspiracy was _ this 
sleepy little village of Waldmohr in the 
Rhineland-Palatinate, a German state in 
the French Zone of Occupation. Wald- 
mohr is only a stone’s throw from the 
Saar, a district formerly in Germany, but 
now in France. 

Not long ago there were rumors that 
Waldmohr was to be detached from 
Germany and made a part of the Saar. 
So some German businessmen, who 
wanted to get their factories out of Ger- 
many, selected Waldmohr as_ their 
“smuggling” center. 

The idea was to move complete plants 
to Waldmohr. Then, the smugglers 
figured, they would wake one day to find 
Waldmohr and their factories no longer 
in Germany, but in the Saar. 

Accordingly, a few months ago huge 
cargo-carrying trucks began arriving in 
Waldmohr with loads of machin- 
ery, boilers, even whole steam- 
power plants. 

Waldmohr’s 2,600 residents, no 
strangers to smuggling themselves, 
were mystified when the trucks 
were unloaded in Waldmohr’s 
warehouses. When the warehouses 
were full, barns and alleyways were 
piled high with equipment. Wald- 
mohr’s tiny freight-forwarding busi- 
ness soon had far more shipments 
than it could handle. 

People in Waldmohr scratched 
their heads. If the traffic was legal, 
why was it detoured off the main 
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line and dumped at Waldmohr? If it was 
illegal, how could the big stuff ever be 
sneaked through the woods to the Saar? 

The kind of smuggling that people in 
Waldmohr know about, and profit by, is 
quite different. One typical operation is 
to smuggle sewing-machine needles from 
Germany into the Saar and return with 
cigarette paper. On a two-way smuggling 
deal of this kind, it has been possible at 
current prices to net 900 per cent. 

In other parts of Germany, larger- 
scale operations have involved the trade 
of German bearings and electric motors 
for French stockings and Swiss bank ac- 
counts. This illicit trade has deprived 
Germany of export earnings estimated 
up to $200,000,000 a year. 

Until recently, even truckloads of ma- 
chinery have been shipped out of Ger- 
many on some smugglers’ routes. But a 
crackdown ordered by the Allied mili- 
tary governments has cut off many of 
these bulkier shipments. This crackdown 
was partly responsible for interesting the 
factory smugglers in the possibilities of 
Waldmohr. 

Tipped off that Waldmohr was to be 
transferred to the Saar, some German 


















businessmen saw a golden opportunity 
to get their factories out of Germany. 
An administrative error by French offi- 
cials helped to lead them astray. 

The error occurred when German 
border guards received orders from the 
French to dig up their border markers 
and move them back 3 miles. Waldmohr 
suddenly was part of the Saar. Five days 
later, however, the president of the Pa- 
latinate government arrived with orders, 
signed by the French, to move the border 
back. In a matter of hours, Waldmohr 
was out of the Saar and back in Germany. 

The factory smugglers, who had just 
begun their operations, didn’t think there 
had been an error. They were convinced 
that the French officials had just made 
a mistake in timing. So sure were they 
that Waldmohr would be _ transferred 
later that they redoubled efforts to move 
factories into the border village. 

But, a few weeks ago, German customs 
officials got wind of the unusual activity 
in Waldmohr. A score of customs officers 
invaded Waldmohr’s quiet streets. They 
broke open warehouse doors and dis- 
covered machinery and plant equipment 
worth about $1,000,000. In one barn, 
they found 8 tons of finished steel prod- 
ucts. In another, covered with hay, was 
complete equipment for a hospital, in- 
cluding a modern X-ray setup. 

Even while the search was going on, 
trucks arrived carrying complete equip- 
ment for a flour mill. But, when the truck 
drivers saw the. customs officials, they 
turned tail and sped back to their start- 
ing point in Schleswig-Holstein. 

So much factory equipment was un- 
covered in Waldmohr that the customs 
people gave up trying to remove the 
illicit goods for impounding. Whole 
warehouses, barns and courtyards were 
simply sealed and placed under guard. 

A few days later, the final border 
changes were announced. Waldmohr 
was not affected by the decisions 
that transferred 53 square miles 
of Germany to France, Belgium 
and Holland. 

The French now are planning 
to use the incident to turn the 
tables on German businessmen who 
have been whipping up public op- 
position to dismantling and repara- 
tions. The equipment confiscated at 
Waldmohr is to be turned over to a 
number of German firms in the 
French zone that were especially 
hard hit by reparations removals. 
There will be wide publicity for 
each delivery. R. K. 


35 








People of the Week— 


eg. U.S. Pat. Off. 





World Outlook, Careful Policies of Bankers McCloy and Black, — 
Fresh Vigor of Businessman Matthews Brought Into Key Jobs ; 


New appointments just made by Presi- 
dent Truman fix attention upon three 
men who are taking over important jobs 
in the allied fields of world affairs and 
national defense. The men are: 
>John J. McCloy, named U.S. High 
Commissioner for Germany, the first 
civilian to be put in charge of American 
interests there since the war, who is to 
help mold a new nation of 45,000,000 
people in Western Germany. 
> Eugene R. Black, who succeeds Mr. 
McCloy as President of the International 
Bank and is expected to continue Mr. 
McCloy’s cautious, conservative lending 
policy, a policy that has aroused dispute 
in the past. 
> Francis P. Matthews, Omaha lawyer, 
who becomes Secretary of the Navy, 
with the assignment of persuading that 
service to yield to the Administration’s 
unification plans. 

The men and the jobs they are to do 
are little known to the public. An ex- 
amination of both is indicative of future 
developments. 

Lawyer-banker-diplomat. Mr. Mc- 
Cloy, thoughtful and energetic, will take 
to Germany a thorough understanding of 
that country’s problems. As head of the 
International Bank, he has kept in close 
touch with developments everywhere. 
And he has his own conservative ideas 
as to what should be done in Germany. 

The big issue arising there is whether 
German industry should be in private 
hands or largely nationalized, The na- 
tionalization idea is popular with impor- 
tant German factions and with the Brit- 
ish Labor Government, Mr. McCloy is 
against it, however, and his attitude is 
shared by the State Department. 

For the sake of the European econ- 
omy as a whole, Mr. McCloy believes 
Germany should be permitted, or assisted, 
to regain much of her industrial strength. 
But this should be done under the direc- 
tion of the Western powers, with every 
precaution against Germany’s again be- 
coming capable of aggressive war. 

Allied Commission. Mr. McCloy will 
represent the United States on the Allied 
High Commission for Germany, a group 
intended to guard against a warlike Ger- 
many, but, otherwise, to guide that na- 
tion to productivity and democracy. Eng- 
land and France also are represented, but 
the lead of the U.S. usually is followed 
and Mr. McCloy is expected to be the 
strong figure of the group. 

A new, democratic Government for 
Western Germany now is in process of 
establishment. As it takes over, Mr. Mc- 
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HIGH COMMISSIONER McCLOY 
For Germany: strength without aggression? 


Cloy and the Commission are to super- 
vise its activities and policies, with a 
veto power over anything they dislike. 

Mr. McCloy also will be the ranking 
official in Germany for the Economic Co- 
operation Administration. In that capac- 
ity; he will be in a position to say how 
much and what kind of help ECA shall 
provide, and to integrate ECA assistance 
with German economic development. 

For the time being, Mr. McCloy also 
is Military Governor of Germany, the 
place just vacated by Gen. Lucius D. 
Clay. After the new German Government 
takes over, that post will revert to a mili- 
tary man. Mr. McCloy, however, still 
will have authority to order the Army 
to take emergency action. 

In all things, he will report to the 
State Department and the President, 
where General Clay reported to military 
authorities—another step in reducing the 
power of military figures. Obviously, it 


makes a big job, and one for which 
those who have watched Mr. McCloy$ 
career think him well suited. 

Businessman’‘s diplomat. Mr. Mc 
Cloy, first of all, has the confidence of 
the business world. After Amherst and 
the Harvard Law School, with an interim 
for World War I Army service, he settled 
down to a flourishing Wall Street 
practice. His work was largely in the in- 
ternational field. 

In 1941, Henry L. Stimson, then See- 
retary of War, called Mr. McCloy to 
Washington to help him with special 
missions and confidential assignments and” 
later he made Mr. McCloy an Assistant 
Secretary of War. Throughout the war, 
he handled much of the Department's 
administrative work and still found time | 
for special jobs that the Secretary wanted 
him to do. After the war, he returned to 
his law practice. 

Meanwhile, the International 
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had been established and was faltering. 
‘This was attributed to the fact that one 
Thigh American officer, Emilio G. Collado, 
Iwas advocating a more liberal Joan policy 
than others thought wise. The New York 
nancial community did not like it, and 
was balking. 

To meet this situation, Mr. McCloy 
was named President. But he refused to 
laccept until assured he could name the 
men who would help him. He replaced 
Mr. Collado with Mr. Black. The New 
Vork banks were satisfied, and soon after- 

ard readily absorbed $250,000,000 in 
bonds of the Internationa] Bank. 

In the new job, Mr. McCloy will have 
the rank of Ambassador. With typical 
attention to detail, he insisted, betore 
ecepting, that his duties and powers be 
carefully spelled out in writing. He also 
insisted on naming his successor as Presi- 
fent of the International Bank. 

World money man. Mr. Black was 

choice for the post. The two had 
orked together closely for more than 

o years and had evolved the Bank’s 
policy together. Mr. Black, formerly a 
ice president of the Chase National 
Bank, is satisfactory to the New York 
financial houses. 

He takes over an institution that is 
sound and respected but whose business 
s in the doldrums, by comparison with 

hat was expected of it. So far, the Bank 
as made loans to nine countries totaling 
650,000,000. In the next few months, it 

ay make ten more loans in small 
ounts. At present the institution has 
380,000,000 available for all purposes, 

d it does not expect to raise any new 
apital in 1949. 

The Bank has a theoretical capitaliza- 
lion of nearly $8,000,000,000, but only 
a small percentage of this is actually paid 

. The rest is on call in case of emer- 
gency. Money for lending in any large 
amount must come from selling Interna- 
tional Bank bonds. 

Under Mr. Black’s policy, as devised 
by himself and Mr, McCloy, the Bank 
onsiders itself, first of all, a business 
stitution, following business practices. 
it wants its loans to go for purposes that 
ill increase the productive capacity of 

e borrowing nations. Prospects for re- 
payment must be bright. The borrower 
is expected to start with small projects 
and come back for more when it has 

demonstrated that it knows how to use 
the Bank’s credit properly, 
This policy has led to criticism and 
controversy. A few months ago, the Unit- 
ed Nations Economic and Social Council 
charged that the Bank’s safety-first pol 
icies were impeding world recovery, The 
' Bank’s top men were not impressed, and 
| Mr. Black intends to make loans on the 
same basis as in the past. He considers 
caution a good thing. 

Banker. Tall, bald, informal and 
pleasantly approachable, Mr. Black was 
brought up in the banking business, His 
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Then you'll want to know today’s facts 
about RAILWAY EXPRESS high-quality 
rail or air service, designed to meet your 
shipping needs—and why this complete 
service for one, all-inclusive charge offers 


the most value for your shipping dollar. 


FOR YOUR COPY 


of booklet ‘‘Complete Service for A Single Charge”, 
please address: Railway Express Agency, Inc., 
Dept. 13, 230 Park Avenue, New York 17, N. Y. 


NATION-WIDE RAIL-AIR SERVICE 
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Look who's talking now! 


Les the Engineer of a MISSOURI PACIFIC freight train—talking 
to the Conductor seventy cars to the rear via cab-to-caboose 
train radio. In turn, the Conductor can talk to wayside stations to 
coordinate train operations with instant, verbal orders. 

This farsighted step in railroading is typical of MIssOURI PACIFIC’s 
progressive planning. As a result, shipments of fruits, vegetables and 
manufactured goods travel the MO-PAC with greater speed, efficiency 
and dependability. 

More reason why the MissourR!I PACIFIC enjoys its modern, progres- 
sive reputation among shippers and travelers throughout America. 
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People of, the. Ulwak 


father was a banker in Atlanta and 

a governor of the Federal Reserve Bog 
in the early days of the New Deal, 
much opposed to New Deal monetg 
policies. The younger Mr. Black 

to the University of Georgia, where 
was a distinguished student, 

After college, he worked in the Atlag 
office of a New York investment hous 
and later managed branches in New 
leans, Houston and Dallas. In 1933, 
was appointed an assistant vice preside 
of the Chase National Bank, and, in 198 37, 
he became a vice president. He resign 
to enter the International Bank. ‘ 

As appointments go, Mr. McCloy ag 
Mr. Black are examples of men who hayg 
demonstrated their ability, stepping 4 
from job to job. By comparison, I 
Matthews’s appointment as oor 
the Navy is frankly political. 

Government newcomer. At 62, Mm 
Matthews is taking on his first Gove re 
ment job. He has been active in Demos 
cratic politics for years. When Nebra 
Democratic leaders wanted to abandon 
President Truman a year ago, Mr. Mg 
thews stood fast and swung the State@ 
delegation into line for him. 

In Omaha, Mr. Matthews is a power 
civic and business affairs. Through 
practice of law and business ventures 
piled up a fortune in the ’20s, lost it 
the depression and then recouped. Now 
he is part owner of a radio station and 
president of a leading Omaha finanee 
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—Harris & Ewing 


EUGENE R. BLACK 
.. a bankers’ banker 
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company. In depression days, he was a 
lawyer for the Reconstruction Finance 
Corp., and, before his new appointment, 
he was general counsel for the RFC in 
Nebraska and Wyoming. 

He also is a leading Catholic layman, 
one of the few who have been designated 
Papal Chamberlain with Cape and 
Sword. He is a director of Father Flana- 
gan's Boys’ Town. Recently he received 
a special dispensation permitting him to 
maintain a chapel in his Omaha home. 

The appointment. When John L. 
Sullivan angrily resigned as Secretary of 
the Navy because, he said, Defense Sec- 
retary Louis Johnson had canceled the 

| Navy's new supercarrier, Mr. Truman 

had a problem in finding a xeplacement. 
Senator J. Howard McGrath, Chairman 
of the Democratic National Committee, 
came up with a list of political possi- 
bilities. Mr. Johnson remembered Mr. 
Matthews from the campaign fund-rais- 
ing activities of 1948, and chose him. 

Mr. Matthews takes office in the after- 
math of the carrier-cancellation incident 
and assumes charge of a Navy that thinks 
it is being unfairly neglected in favor of 
the Air Force. One of his jobs will be 
to try to soothe the admirals, and keep 
them soothed while unification plans go 
forward. That may tax his persuasiveness, 
which is considered great. 

For the rest, he readily concedes that 
he has little knowledge of the Navy, but 
professes a vast willingness to learn. 





—Harris & Ewing 
FRANCIS P. MATTHEWS 


«++ a naval newcomer 
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DITTO, INC., 625 S. Oakley Bivd., 
Chicago 12, Illinois 
Ditto of Canada, Ltd., Toronto, Ont. 


1 Stop 
Rewriting and 
Retyping 


INCREASE 


PROFIT . 
THESE ¢ WAYS 
WITH 

DITTO... 


3 Cut Out 
Human Error 


2 Speed 
Operations 


Such routines as payroll, order-billing, pur- 
chasing and production consist mainly of re- 
writing the same information on different 
forms, all of which is a total WASTE of time 
and a risk of error. Ditto One-Writing Systems 
eliminate that waste. 


Without disturbing present methods Ditto 
cuts out 90 per cent of all routine rewriting... 
saving time, streamlining procedures, cutting 
out error and releasing workers for more crea- 
tive effort. Usually this proves to be one of the 
greatest improvements ever effected. 


Beyond that, Ditto isa DUPLICATOR. Ditto 
instantly copies anything written, typed or 
drawn in duplicating ink. Ditto prints in one 
to four colors at once... forms, notices, sales 
letters, houseorgans, specificationsheets, maps. 


These days call for tighter managerial con- 
trol. This makes the elimination of major 
wastes and the streamlining of routines Item 
Number One on alert management’s program. 
Why delay? Mail the coupon for free Ditto 
One-Writing Forms to prove really big savings! 


$1 MAIL THIS COUPON! 


DITTO, Inc., 625 S. Oakley Blvd. 

Chicago 12, Illinois 

Gentlemen: Without obligation please send 
me Free Ditto One-Writing Forms on the 
operations I have checked: 

DC Production 0 Purchasing 0 Order-billing 
© Payroll. Ditto services in © School; 
© General Office; 0 Organization work, 


My Name 

Company 

AADTES- c cesccee coccece 

City cccccccccccccccccccccs cStabescccecseves. 
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Special 


Too much cotton is bringing all 
sorts of worries. Farmers, facing 
crop control, are cashing in with 
big plantings. 

Acreage is going up as do- 
mestic use of cotton declines. Ex- 
ports are increasing, but not 
enough to soak up surpluses. 

Government, supporting the 
price, is headed for a $1,000,- 
000,000 investment in cotton. So 
acreage restrictions are ahead. 


Cotton is to join wheat during 1949 
as a top national problem. The cot- 
ton problem promises to keep on 
growing through years ahead. 

Farmers in the South and West are on 
a cotton-planting spree. As one Georgia 
planter explained it: “We can’t lose 
money on cotton this year, so why 
shouldn’t we plant all that we can?” The 
result is an outlook for at least 10 per 
cent more acres in cotton than during 





extensive research on a problem of oy}. 


standing importance in National Affairs) 


COTTON GLUT’S COST RUNS HIGH 


Reported from HOUSTON, ATLANTA and WASHINGTON 


1948 and, with good weather, a crop far 
larger than the country will use. 

As things are going, the government is 
likely to end up this year with $1,000,- 
000,000 tied up in surplus wheat and 
probably nearly $1,000,000,000 more in 
surplus cotton. At that point, the Gov- 
ernment is expected to move in to con- 
trol wheat and cotton, two major branches 
of the farming industry, in an effort to 
protect the public investment in surplus 
stocks and. to appease taxpayers. 

All through the cotton belt, just as 
over the wheat country, farmers are 
resigned to the fact that they are to face 
acreage control in 1950. But, in 1949, 
they are out to take advantage of a 
Government-guaranteed price, with no 
control over acres that can be planted or 
the amount of cotton that can be mar- 
keted. 

Cotton growers, in areas of greatest 
production, can grow their crop for an 
estimated 20 cents a pound or less. The 
Government guarantees that the grower 
will get a price expected to average 
around 30 cents a pound for cotton pro- 
duced in the 1949 crop year. “We would 
be foolish not to plant what we can to cot- 


SURPLUS IN COTTON: 
Return of an Old Problem 


Aug. 1, 
1947 


%, 
LP « 
€ 


Aug. 1, 
1948 








ton and get out of crops that are unprofit. 
able,” grower after grower comments, 

The trouble in the situation remains, 
It takes some figures to tell the story, 

Use of cotton at home is declining, 
Compared with a year ago, cotton con. 
sumption in textile mills was down 20 
per cent in March, 30 per cent in April, 
Textile output may revive. But experts 
agree that cotton use probably will not 
exceed 7,750,000 bales during the new 
cotton crop year beginning August 1. 

As for sales to other countries, even by 
giving away much cotton the U. S. can- 
not expect to find an outlet for more 
than 5,250,000 bales in the next crop 
year. Exports now are at an annual rate 
of 4,300,000 bales. The Federal Govy- 
ernment finances two thirds of sales to 
foreign countries, mostly with Marshall 
Plan money. This guarantees a market as 
long as the Marshall Plan lasts. 

Brazil, Egypt, India and other foreign 
producers cannot compete in Europe, for 
example, with U.S. cotton supplied free 
or almost free to the users by the Eco- 
nomic Co-operation Administration. 

But when aid and loans stop, U.S. 
cotton exports could nose-dive. Other 
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The cotton problem: record crops and record competition 


countries are expanding cotton acreage 
steadily. By 1951, they may be pro- 
ducing as much cotton as they produced 
in prewar years. When foreign supplies 
are large again, exporters overseas will 
be in a position to flood the market with 
cotton produced by cheap labor. They 
will be able to sell at low prices, maybe 
below U.S. production costs. 

Supplies of cotton in the U. S., mean- 
while, are rising and promise to rise 
much faster in the future. The chart 
shows the picture of returning cotton 
surpluses. 

On Aug. 1, 1948, there were 3,080,000 
bales in storage. By Aug. 1, 1949, cotton 
on hand is expected to amount to 5,650,- 
000 bales. That shows the effect of a 
big crop harvested in 1948 and the recent 
downturn in cotton consumption. 

By Aug. 1, 1950, about 8,250,000 bales 
will be in storage, according to conserva- 
tive estimates. The actual carry-over by 
August, 1950, may be nearer to 10,- 
000,000 bales. It depends on the 1949 
crop. Some people are predicting a crop 
of 17,000,000 bales, or more, in 1949, if 
weather is favorable. The conservative 
estimate is for about 15,600,000 bales. 

In either case, carry-over of old cotton 
at start of the 1950 marketing season will 
equal more than a year’s consumption 
of the fiber for the U.S. The Govern- 
ment probably will be stuck with most 
of this. Cotton under Government loan 
jumped from near zero to about 4,000,- 
000 bales in the last 10 months. 

That is the main outline of the cotton 
situation. Production is rising in the U. S. 
and throughout the rest of the world. 
Consumption is declining. Many areas 
need more cotton than they are getting 
but lack the dollars to buy it. In other 
places, such as the U.S. and Europe, 

consumer preference is affecting cot- 
ton’s chances. 
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World output of rayon rose 23 per 
cent between 1947 and 1948, and the 
present output rate is nearly double the 
prewar rate. Expert opinion is that rayon 
is taking the place of 4,500,000 to 6,000,- 
000 bales of cotton a year. Nylon, paper 
and other materials are competing with 
cotton on an increasing scale. 

A solution for the cotton problem in 
the U.S., at least on a temporary basis, 
is being sought by the House Agricul- 
ture Committee’s cotton subcommittee, 
headed by Representative Stephen Pace 
(Dem.), of Georgia. Mr. Pace hopes to 
have some new legislation dealing with 
cotton ready for a vote in the House 
within the next few weeks. 

One plan is proposed by Charles F. 
Brannan, Secretary of Agriculture. He 
wants the Government to continue the 
present system of using loans to support 
cotton prices. But he also wants authority 
to let prices decline a little, if that should 
prove necessary to keep cotton from back- 
ing up in trade channels. Farmers in that 
case would be paid by Government 
checks in the amount needed to raise 
their returns on cotton to the support 
figure. Checks would be payable only to 
farmers co-operating with acreage and 
marketing controls, thus helping to keep 
production within bounds. 

Another plan is to continue the pres- 
ent law without substantial change, ex- 
cept to write out a new formula for de- 
termining acreage allotments. Arizona, 
California, New Mexico and Texas now 
produce a much larger share of the U. S. 
crop than before the war. Acreage allot- 
ments on prewar records would cut their 
share to an unfair level. With present 
law, the Government, after approval by 
two thirds of cotton growers, could set 
marketing quotas and acreage limits 
while supporting prices. 

At the most, acreage and market con- 


trols would only limit production. The 
Government would continue to buy up 
any surplus cotton not sold or given away 
abroad. And production limits might not 
prove very effective, as many growers see 
it. : 

They recall that during the 1930s the 
Government tried many different schemes 
to keep cotton surpluses down and prices 
up. There were export subsidies, acre- 
age limitations, marketing quotas, soil- 
conservation payments to farmers shift- 
ing land out of cotton to other crops, 
loans to producers, special programs to 
liquidate surplus stocks. 

Yet, after all the efforts made, cotton 
stocks in 1939 reached 12,943,000 bales, 
nearly double the 1935 level. The num- 
ber of acres planted to cotton was down 
19 per cent, from the 1933 level, but, 
because of a higher yield per acre, cotton 
production was down only 10 per cent. 

In the postwar period, yields per acre 
are much higher than in 1939. Last year, 
the average yield was 313.1 pounds per 
acre, an all-time record. The 1949 yield 
may be even greater. More mechanized 
equipment is available. About 3 per cent 
of the cotton crop was produced with 
mechanized equipment in 1947, and 5 
per cent in 1948. By 1951, a full 10 per 
cent of the U.S. crop probably will be 
produced with mechanical pickers, ro- 
tary hoes, flame cultivators, other ma- 
chines. 

Better insecticides, more fertilizer, im- 
proved strains of cotton are boosting out- 
put, too. It all adds up to new complica- 
tions for planners who are trying to head 
off another big cotton surplus. Farmers 
and traders throughout the country are 
awaiting the 1950 cotton program with 
keen interest. But nobody seems to ex- 
pect that the cotton problem will be 
solved by any plan that Congress is 
likely to accept. 
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The one remaining boom is in busi- 
ness to be done with the U.S. Army, 
Navy and Air Force. These military 
services have billions to spend and are 
to get more billions for spending in the 
year that starts July 1. 

Businessmen, hungry for orders, are 
beginning to try in growing numbers to 
get some of this Government business. 
Their experiences are leading to loud 
and long complaints that already have 
reached Congress. The cry is that the 
bulk of this business is going to big cor- 
porations and to their subsidiaries. 

There is complaint that only the big 
companies can find what it is that the 
military services want to buy. Many 
small businessmen report that they can’t 
find out who does the buying, or when 
it is done, or on what terms, or what it 
is that the services really want. They 
object to what is described as need to 
pay commissions to brokers who profess 
to have the contacts that enable them to 
get military orders. 

Military officials, on their part, insist 
that it is not necessary for either large or 
small businessmen to have brokers in 
order to -do business with them, and 
that they do not want to buy only from 
a few large corporations or from com- 
panies associated with big corporations. 


Can an ordinary businessman find 
out what the Government wants 
to buy? 

That usually is possible. All three of the 

military services give advance notices 

of what they want to buy, except on 
small purchases and in other special 
cases. The first thing for a businessman 
to do is to find out how to get this in- 
formation, and then how to make a bid 
for an order. That often takes time and 
effort. But many small businessmen are 
succeeding in getting a share of these 
Government orders. 


Must a businessman go to Washing- 
ton to get an order? 

Not at all. The great majority of military 

orders, particularly those involving small 

amounts, are handled entirely in the 

field. It usually is not necessary for the 

seller either to visit or write Washington. 


Then, how can you get information 
on coming purchases? 

Perhaps the most important thing to do 
is to get on a mailing list of one or more 
of the services. On these lists are the 
names of manufacturers and dealers who 
want to sell various types of goods to 
the Government. Invitations to make 
competitive bids are sent to these firms 
and individuals from time to time. 
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HOW TO GET DEFENSE CONTRACTS 


Where does a businessman go, or 
write, to get on an invitation-to- 
bid list? 

Each of the services has a pamphlet that 

gives instructions on how to get on its 

list of bidders. The names of the pam- 
phlets and the addresses from which they 
can be obtained are: “Selling to the 

Navy,” Superintendent of Documents, 

Government Printing Office, Washington 

25, D. C. (15 cents); “Purchased Items 

and Purchasing Locations,” Current Pro- 

curement Branch, Logistics Division, De- 

partment of the Army, Washington 25, 

D. C.; “Guide for Selling to U.S. Air 

Force,” Procurement Division, Air Ma- 

teriel Command, Wright Field, Dayton, 

Ohio. Field offices of the Department of 

Commerce also have lists of Government 

buying agencies, 


The main difficulty for most persons is 
knowing just what lists to get on. And 
it often takes much watchfulness and 
paper work for a businessman to keep 
in touch with military contracts. Further- 
more, if he is on a bidders’ list and passes 
up three or four invitations to bid with- 
out making an offer, he usually is 
dropped from that list. 


Is the lowest bid always accepted? 
No. The Government can turn down the 
lowest offer on competitive bidding, and 
this is done in some cases. For example, 
the lowest bid may be rejected because 
there is doubt whether the bidder can 
meet delivery dates or fill all specifica- 
tions. Or he may not have the necessary 
plant or equipment to finish the job. The 
financial position of a bidder also can 
be taken into consideration. 


Can some goods be sold directly, 
without bidding? 

Yes. A number of sales are made directly 
to the military services without formal 
bidding. For example, that usually is the 
case where purchases involve less than 
$1,000 or where perishable foods and 
medicines are concerned. Some other 
types of purchases do not require bids. 
Such cases call for a selling job by direct 
negotiation. Here, the seller should let 
the military purchasers know what he 
has to sell and what his price is. 


Then, it isn’t necessary for a seller to 
have an agent in Washington? 
Military officials insist that it is not neces- 
sary to have “brokers” in Washington 
who are paid commissions for getting 
contracts. Nonetheless, some firms do 
have brokers or personal agents who are 
supposed to look after their interests. In 
other cases, certain groups have repre- 








sentatives to keep them informed of fy. 
ture orders and give them advice on hoy 
and when to make offers on contracts 


What about subcontractors: How do 
they get orders? 

A subcontractor gets his orders entireh 
through prime contractors. He has jo 
dealings at ali with the military services, 
All details are worked out between the 
subcontractor and the company or indi- 
vidual who shares the work on a Goy- 
ernment order under a subcontract. 


Then, how can a subcontractor know 
what orders are placed? 
There are several ways. In the first place, 
many subcontractors already have work- 
ing arrangements with contractors and 
are informed when large Government 
orders are received, Another way is for 
a subcontractor to keep in touch with 
the nearest regional office of the Depart. 
ment of Commerce. These offices have 
geographical records of new military 
contracts involving more than $25,000, 
By watching these records, a business- 
man may be able to find out when impor- 
tant contracts are awarded in his area. 


Are many small businessmen actually 
getting military contracts now? 
Yes, Military officials say that about 70 
per cent of the total number of orders 
being placed at this time are going to 
small businesses. Big firms get a greater 
part of the orders, however, on the basis 

of the volume of dollars spent. 


Under present laws, the military services 
are instructed to give a “fair share” of 
their orders to small businesses. But Con- 
gress, in writing this rule into law, gave 
no definition of what it considered a fair 
share, It did say, though, that, to qualify 
as small business, a concern must be in- 
dependently owned and operated, must 
employ no more than 500 persons, and 
not be dominant in its field. This defini- 
tion has led to some complaints that large 
firms, or their branches, are actually be- 
ing given some of the business that Con- 
gress meant to go to small businesses. 


Congress now is being asked to give 
greater assurance that small business will 
be given a fair and substantial part of 
Government business. A bill just in- 
troduced would require Government 
procurement agencies to issue special 
regulations to strengthen the preferences 
of firms employing fewer than 500 per- 
sons in getting Government orders. This 
bill was introduced after a committee 
investigation of some of the complaints 
made by representatives of small firms. 
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Look at Levelcoat... 
for brightness 


You'll see the kind of surface that 
brings out color printing in brilliant, 
flashing beauty . . . makes lines of 
type sharp, clear, distinct. For the 
“brightness” quality is skillfully 
blended-in throughout every step in 
the manufacture of Levelcoat paper 
... concluding with Kimberly-Clark’s 
special “‘lustre-coating” process. 


Look at Levelcoat... 
for smoothness 


Compare its swan-smooth surface 
with the paper you are now using, 
Test Levelcoat on your delicate print- 
ing jobs. Discover how this smoother 
texture can improve the quality of 
your printing. And remember that 
Levelcoat is precision-coated with 
the finest of ‘“face-powder” clays 
to give such perfect performance. 


Look at Levelcoat... 
for printability 


Vitally important to performance on 


i the press is the quality of pick- 
li) resistance ...in which Levelcoat ex- 
~ cels. Yet this is but one of many 


features which help prevent expen- 
sive stoppages. That’s why Levelcoat 
is such a favorite —for trouble-free 
performance means lower cost to ad- 
vertisers, better returns for printers. 


Levelcoat printing papers are 
made in these grades: Trufect*, 


Multifect*, and Rotofect*. 


KIMBERLY-CLARK CORPORATION, NEENAH, WISCONSIN 








BEGINNING OF A 


Out west there is a certain million-acre tract of 


dry but fertile land waiting for water. It’s an 


area larger than the state of Rhode Island. 

Motors were needed to pump literally rivers of 
water into this semi-desert. How big do these 
motors have to be?...The answer is: 65,000 
horsepower — bigger than any single motor 
ever built before. 

So naturally, the workman you see inserting 
coils in this king-size motor is in our factory. 
We say “naturally” because we built the largest 
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STATE OF ABUNDANCE 


motor in use up till now—a 40,000-horsepower 
job for the Wright Field Wind Tunnel. 

Building giant motors is a painstaking pre- 
cision job. But little motors are built the same 
way — the kind that purr away in your vacuum 
cleaner, your refrigerator, or on a machine in 
your plant. 

Knowing something about who builds the 
really big electrical equipment may help you be 
sure about any Westinghouse equipment, large 
or small , , . for your home, office or factory. 
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WAGE CUTS: TEST FOR UNIONS 


Industries That Lose Sales Try to Pare Costs 


Wages, on the upgrade for 15 
ears, are being cut here and 
sre. Nonunion workers are the 

»s most likely to be hit. Con- 
acts will protect most of the 
5,000,000 who are in unions. 
Only a few employers are 
inking in terms of lower pay, 
t those in distress see no other 
way to stay in business. Unions 
ill want a look at the books 
before they agree to cuts. 


Pay cuts are showing up in scattered 
ndustries where business is off 
harply. Employers in other industries 
e flirting with the idea of cutting 
wage rates in order to lower prices 
d improve sales. This is bringing on 
he first big test of the power of unions 
0 head off declines in wage scales. 
It has been nearly 15 years since wage 
tting on a widespread scale was at- 
empted. Wages have been rising since 
hen, but now there are definite signs of 
eakness. Cuts are reported in industries 
uch as cotton textiles, shoes and zinc 
ining. Employers and workers are try- 
ng to determine how far wage cutting 
ill go this time. 
Unions, with five times as many mem- 
bers now as they had 15 years ago, are 
letermined to prevent the cuts from be- 
oming widespread, Thousands of addi- 
ional companies are operating under 
ion agreements that tend to stabilize 
age scales, Not only are most unions 
esisting reduction in job rates, but many 
e demanding fourth-round increases. 
There is no indication that wage cut- 
ing will be general in the months ahead. 
ery few employers are moving in that 
firection, Yet, the first faint beginnings 
bf such a movement are enough to place 
nions on their guard. 
Nonunion workers are likely to find 
eir hourly rates reduced in some in- 
stances where business prospects are 
dark. They are not protected by agree- 

ents that prohibit adjustments during 

specified time. However, nonunion 
firms know that when they reduce wages 
they take a chance on having union 
Organizers move in to recruit members 
with promises that the union will stop 
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STEELWORKERS’ MURRAY, AUTO WORKERS’ REUTHER 
Would wage increases mean layoffs? 


the cuts. That is why companies usually 
do not talk publicly about wage reduc- 
tions. This makes it difficult to measure 
the extent to which pay cutting is spread- 
ing. 

Union workers will be asked to take 
pay cuts in some distressed industries. 
Employers in such cases contend that 
they cannot compete on prices with the 
nonunion plants that are reducing wage 
rates. The union answer, in most cases 
so far, has been to reject pay cuts even 
if a strike is necessary. This is expected 
to remain the general union policy. 

If a company insists that it must go 
out of business unless it can reduce its 
labor costs, unions sometimes will be 
willing to talk about reductions, but prob- 
ably not until the union has had a look at 
the company’s books. Also, the union will 
be inclined to demand that the employer 
accept union advice on how his opera- 
tions can be made more efficient. 

The general trend is to be against 
pay cuts this year. Union leaders, such 
as Philip Murray, of the CIO Steelwork- 
ers, and Walter Reuther, of the CIO Auto 
Workers, are out to get wage increases, 
not pay cuts, and some major industries 
are expected to grant raises. Unions may 
be forced to go without increases from 
companies that are in bad financial shape, 


but few will agree to actual reductions 
except in emergency cases. 

Industry’s answer in many instances 
probably will be to lay off more workers. 
Employers who cannot economize by 
lowering wages will seek the same result 
by reducing their work forces, and by in- 
creasing efficiency. Workers who remain 
on the job will receive good wages, but 
many will be jobless. 

A stabilizing effect on wage rates 
apparently is to be exercised by labor 
unions in the present period of declining 
business. This will provide the first major 
test of labor’s ability to block a down- 
ward movement of wages. 

Unions in the depression years of the 
early 1930s had a membership of around 
3,000,000. Nonunion plants had no con- 
certed opposition to ‘pay cuts. Even in 
the organized industries, pay cuts were 
negotiated in hundreds of cases. 

Now, however, unions claim a mem- 
bership of more than 15,000,000 workers. 
They have contracts freezing wage rates, 
for the duration of their agreements, in 
most of the big industries. They are in a 
position to hold the wage line for this 
year, 

Unorganized workers, however, 
outnumber the union members. There 
are about twice as many nonunion factory 
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workers as there are union members. The 
nonunion group is not able to resist wage 
reductions as well as workers operating 
under union contracts. Therefore, unions 
in months just ahead face the possibility 
that nonunion shops may reduce wages, 
and prices, resulting in heavy pressure 
on the unionized factories to do the same 
in order to compete for business. 

Industries to watch for signs of pay 
cutting are those that are running into 
serious trouble over declining sales. 

Cotton-textile mills in some cases re- 
portedly are reducing their wage rates. 
Taking notice of the reports, J. C. Cowan, 
Jr., president of Burlington Mills Corp., 
one of the largest cotton-textile firms, 
announced last week that his company 
will oppose pay cuts. He warned that a 
plunge in textile wages could bring on a 
depression, Mr, Cowan said Burlington 
will reduce wages only as a last resort. 

Zine and lead mines in Missouri, 
Kansas and Oklahoma also have been ex- 
periencing considerable wage cutting in 
recent months. Marginal producers in 
some cases reduced pay scales as much 
as $1.50 a day in nonunion mines or mills. 
Only about one third of the workers in 
the area are organized. The CIO Mine, 
Mill and Smelter Workers Union has re- 
fused to take a wage cut. At least one 
firm closed down its operations as a re- 
sult of this refusal. Faced with layoffs, 
the union will be under pressure to ac- 
cept lower rates when its contracts ex- 
pire June 30. 

Shoe manufacturers proposed wage 
cuts in New England plants, but unions 
so far have been able to resist the idea. 
Some reductions may have taken place 
in nonunion shops. A proposal of CIO 
Shoe Workers for a 10-cent raise has 
been rejected by a group of 70 plants in 
Massachusetts. The union wants to drop 
a provision of its contract with Interna- 
tional Shoe Co., under which wages are 
adjusted with the rise or fall of living 
costs. This has brought pay cuts. 

Clothing is another industry where 
wage reductions are reported. Unions are 
seeking to halt this trend by organizing 
the nonunion shops. 

Radio stations that tried to cut wages 
20 per cent in several New England 
cities have just called off the attempt, 
after a 2-week strike of AFL engineers. 
A new contract results in no pay cuts, 
but also no raises. 

Hosiery mills are reported to be 
lowering wages in some instances. Offi- 
cials of the American Federation of Ho- 
siery Workers are launching an organiz- 
ing drive designed to head off pay cuts 
where the union now is weak, The drive 
is to be aimed at mills in New Jersey, 
Delaware and Pennsylvania, particularly. 
Efforts to organize Southern mills are 
being abandoned, at least temporarily. 
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NEW IMPORTANCE 
OF NLRB RULINGS 


Rulings of the National Labor Rela- 
tions Board are taking on added impor- 
tance for employers and unions in their 
everyday relations. This new importance 
comes from the increasing evidence that 
many Taft-Hartley Act provisions will 
remain in effect for some time to come. 

Small business firms, as an ex- 
ample, are advised by NLRB that the 
Board will not issue orders against a 
firm engaged essentially in a local busi- 
ness, with little effect on interstate com- 
merce. This decision was a major victory 
for NLRB Chairman Paul M. Herzog 
over the Board’s General Counsel, Robert 
N. Denham. It set aside Mr. Denham’s 
contention that the Board members must 


“aus 
GENERAL COUNSEL DENHAM 
. . overruled 


issue a decision on a particular case if 
the Counsel issues a complaint in it. 

The small local business concern, on 
the other hand, will not be able to get 
an NLRB order against a union if the 
Board finds the business has little effect 
on commerce. 

A local bakery, however, is found to 
be in interstate commerce because its 
labor-relations policies are fixed by a 
large national company. NLRB orders 
an examiner to hear charges against the 
bakery, brought by an AFL union. 
Border-line cases such as this make it 
difficult for employers to know when 
NLRB will take jurisdiction. 

Curbs on unions also have been 
included in several recent NLRB de- 
cisions. 

An injunction was obtained by Mr. 
Denham against the CIO Longshoremen, 
ordering them to stop boycotting products 








threats prompted NLRB to invalidate an 
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of the Juneau Spruce Corp. NLRB preyj. 
ously had ruled that CIO Woodworker 
had the right to jobs claimed by the Long. 
shoremen. In a companion case, a federa] 
jury awarded the company damages of 
$750,000 against the Longshoremer’ 
Union, for violation of the Taft-Hartle 
Act. 

A “preferential shop” is held to be 
a violation of the labor law in anothe 
NLRB ruling. Employers are told tha 
they cannot put a clause in a contrac 
agreeing to give union members first 
chance at jobs. Union hiring halls aly 
are held to be illegal when they favo; 
union members. 

A “co-operation clause,’ on the 
other hand, is sanctioned by NLRB. It 
holds that an employer can state in his 
contract with the union that he will urge 
employes to join the union and pay dues. 





—Plummer from Black Star 


CHAIRMAN HERZOG 
... Victorious 


However, NLRB does not permit the em- 
ployer to coerce workers into the organi- 
zation. 

Refusal-to-bargain charges can be 
brought against a union by an employer 
if the union, during contract negotiations, 
tries to insist upon inclusion of a “closed 
shop” or other illegal clause in the new 
agreement. NLRB also finds that a union 
cannot defend itself against such a charge 
by claiming that the employer was not 
bargaining in good faith. 

A strike is ‘held to be illegal if its 


purpose is to force the employer to renew Th i 





a contract after a rival union has been 
certified by NLRB as bargaining agent. 

Implied threats of bodily harm to an 
employe to keep him away from a 
NLRB election can cause the Board to 
set aside the voting result. An organizers 









election won by a union, 
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NOW, COMPLETELY AUTOMATIC 
DESULFO PLANTS 


WANT TO SAVE 164 HOURS WORK A WEEK? 


This new Desulfo plant, for removing hydrogen 
sulfide from natural gas, is so nearly self-sufficient 
that it reduces maintenance from 24 hours a day to 
a few hours a month. 

It requires no outside power; uses its own 
fuel stream for heat, and needs no supervision 
except to add a little water, perhaps once a 
week, if needed. and absorption solution maybe 
month. s Desulfo plants sweeten 
almost any natural gas to less than one grain of 
hydrogen sulfide, no matter what the original 


once a Dresser 


content, 


Since gas with more than | grain per 100 cu. ft. 
of H»S may not be piped, many “sour” wells can 
be made profitable with this inexpensive little plant. 
Through Stacey-Dresser Engineering, Dresser In- 
dustries designs and builds plants small enough for 
a single well owner, and a full range up to 
10.000.000 cu. ft. per day, the largest line in the gas 
industry, the only line of automatics. Another rea- 
son why—The Biggest Jobs Are Going to Dresser. 
Do you have problems concerning natural gas? 
Write for information to Dresser Industries, Inc., 
Terminal Tower, Cleveland, Ohio. 


DOING AN OVER-ALL JOB— 


From well to refinery 
for the Oil Industry— 
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for the Gas Industry 
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TERMINAL TOWER ® CLEVELAND 13, 
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NATIONAL MECHANIZED ACCOUNTING SAVES TIME, MONEY, AND EFFORT* 


You get more work done...better 
...faster. Down go clerical costs. 
Down goes overtime! 

On some jobs, as much as two 
thirds of the posting is done auto- 
matically — with no chance of 
human error—by National Ac- 
counting Machines! 

No wonder National Mecha- 
nized Accounting pays for itself 
quickly —often within a year— 


‘*Get this FREE 


and then goes on paying you. No = Stepaneheadien 


wonder it makes hand-accounting , jedi eet 

in the office as out of date as hand Money on Your 

production in the factory! Bookkeeping, 
Why not find out what the sav- from your 

ing power of National’s exclusive local National 

combination of advantages can do \ Representative, 

in your business. Your local Na- or write to: 

tional representative — a sys- 

tems analyst — will gladly tell 


you without cost or obligation. l 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO sersoksiy tees 


CASH REGISTERS ¢ ADDING MACHINES 





Trend of American Business 











24th and N Streets, N.W. 
Washington, D. C. 


The downtrend in business activity has yet to develop any signs of a steep 
decline. The trend still points to a very gradual descent from boom peaks. 

Retail trade in-April was off from April, 1948, but not very far off. The 
official index put April sales at 332 per cent of 1935-39, against 337.9. 

Fewer people are holding factory jobs and those with jobs are working fewer 
hours a week, but total employment in the country still is quite large. 

Personal incomes aren't as high as they were in December, but they are 
higher than they were a year ago by about $4,600,000,000 at an annual rate. 

Price declines give no sign of a sharp break. Industrial raw materials are 
falling rather steadily, but farm prices have leveled off, temporarily. 

Business profits are below last year but, on the whole, are in the black. 

The principal change caused by the downswing has come in the attitude of 
businessmen. There is no doubt any more that the boom is over--definitely. And 
there is little doubt that the decline is going to continue for a while. 

















Specific developments emphasize the general downward trend in activity. 

A 40-hour week is being installed in the Western properties of Kennecott 
Copper Corp. Copper miners had been working 48 hours a week in that area. 

Freight-car orders have been stopped by railroads. This trend in orders 
for new freight cars is reported by Pullman, Inc., one of the largest builders. 

Automobile-tire prices were cut 19 per cent by Standard Oil of Ohio. 

Crude-oil prices were reduced 22 cents a barrel by one large buyer of Wyo- 
ming oil, and a cut of 25 cents a barrel was made by a California oil buyer. 

These are not isolated occurrences, but examples of the general trend. 
There already have been cuts in prices and production by textile mills, makers 
of business machines and electrical equipment, by steel. See page 2l. 














One important trend to watch is in personal-income payments. Individual 
incomes have taken a significant drop for the first time since the war, although 
they still are above the levels of a year ago. The size of personal income is 
the key to the volume of consumer spending and the volume of retail trade. 


Personal-income trend is expected to continue to decline through the year. 
That's indicated by the gradual decline in prices and in factory production. 

Income rate by fourth quarter of this year may be down to yearly rate of 
$202,900,000,000. It hit a peak at $219,800,000,000 rate late in 1948. 

Income decline of this amount would be a drop of 7.7 per cent from the 
peak. That would be a moderate decline compared with past periods of setback. 

The drops in personal incomes for comparable periods were: 26 per cent in 
1920-21; 14 per cent in 1929-30, 11 per cent in 1937-38. Moreover, incomes for 
1949 as a whole probably will be within a few points of 1948 income. And the 
trend very likely may be upward again early in 1950. 











Personal spending for this year also may be down only modestly from 1948. 

Spending trend now suggests total consumer spending of $171,700,000,000 for 
this year. Personal spending last year added up to $177,700,000,000. 

Volume of goods moved and of services rendered, however, may be just as 
large as last year. Lower prices will simply reduce the dollar value of sales. 

All in all, there are few indications that 1949 will be a bad year for U.S. 
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TREND OF AMERICAN BUSINESS-- (Continued) 


business. The major difference now indicated is that this year will be a year 
of declining trends, while last year was a year of climbing trends. When the 
figures are added up, the totals are not expected to be very different. 


The year 1948, as a matter of fact, did not spell boom for all lines of ac- | 
tivity. That is demonstrated by the report on manufacturing profits issued by 4 
the Securities and Exchange Commission and the Federal Trade Commission. 


Manufacturers' profits, after taxes, were reported at $11,500,000,000 for 
1948. That compares with 1947 profits, after taxes, of $10,100,000,000. 

But not all manufacturing companies shared in these profit increases. 

Large corporations, those with assets of over $100,000,000, were the only 
manufacturers that managed to increase their rate of profit during last year. 

Smaller corporations all reported declines from 1947 in the profit rate. 

This measure of profits is based on the rate of return on stockholders' 
equity in the corporations--the return on what stockholders own in the firms. 











Various industry groups also reported a varying profit picture for 1948. 
Iron and steel companies had a profit increase of 35 per cent over 1947. 
Automobile companies managed to boost their profits by 40 per cent. 

Metal industries--nonferrous=--reported a profit jump of 25 per cent. 

Oil companies increased profits 60 per cent above the 1947 figure. 
Transportation-equipment industry showed a profit of $165,000,000 for the 
1948, against a profit of only $10,000,000 in 1947. Chief explanation of 
rise is found in the aircraft industry, which lost money in 1947. 

















Lower profits for 1948 than for 1947 were reported by other industries. 
Apparel industry reported profits 30 per cent below those of 1947. 

Food manufacturers had a profit drop of 25 per cent from the year before. 
Leather industry also reported a profit decline of 25 per cent for 1948. 
Paper-industry profits fell by 15 per cent from 1947 to 1948. 














What developed in 1948, actually, were increased profits for manufacturers 
who made producers’ goods and decreased profits for manufacturers of consumers' 
goods. Only exception was the tobacco industry, where 1948 profits were up. 
This year signs indicate that producers' goods industries will have less profit 
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The general business downturn alSo promises to reduce Government controls. 
Consumer-credit controls very likely are to be allowed to expire. 
Bank-reserve requirements are likely to get a lower ceiling after June 30. 
Federal Reserve Board stands less chance now than a few months ago of hav- 
ing present controls over installment credit and bank credit made permanent. 
Export controls are being dropped rapidly, except for strategic items. 
Distribution controls over scarce materials also are likely to be relaxed. 
Prevailing sentiment in Congress is to free business from any semblance of 
shackles in this period. Downturn hasn't gone far enough to spark enthusiasm 
for additional Government activity in the way of more spending, more direction. 
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Congress does seem determined on more business investigations, however. 
Antitrust laws are to be looked into by the House Judiciary Committee. 
This investigation may result in a permanent solution of basing-point prices. 
Investment practices are to be examined by the Joint Economic Committee. 
Purpose here is to investigate the sources, uses and supply of risk capital. 
‘Insurance investigation may yet get a go-ahead sign from Rules Committees. 
Mail payments to railroads, air lines, other carriers also are to get an in- 
vestigation. The Senate has approved an inquiry into this problem. 
Lobbying investigation has an 0.K. from the House Rules Committee. 
Altogether, Congress has outlined quite a series of probes for itself. 
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What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CANNOT, as an employer, en- 
ter an agreement that gives prefer- 
ence to union members in hiring even if 
the union wins a union-security election 
in your plant. NLRB tells one employer 
that an agreement of this kind violates 
the Taft-Hartley Act even when the con- 


‘tract does not specifically grant preferen- 


tial hiring but amounts to that in practice. 


* * * 


YOU CAN probably be reimbursed, 


under a Government cost-plus-fixed- 
fee contract, for payments made to a 
lawyer hired to deal directly with a Gov- 
ermment agency in connection with ad- 
ministrative matters under the contract. 
The Comptroller General approved such 
expenditures by a contractor where the 
lawyer performed no legal services. It 
was shown that both time and money 
were saved by his attending to these 
matters. 


* * * 


YOU CAN sometimes get a Govern- 

ment agency to modify a lump-sum 
contract to allow you to recover the 
added costs resulting from the agency’s 
action in stopping work on the contract. 


™ The recovery of additional costs is al- 
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lowed by the Comptroller General in one 
case where an agency stopped work be- 


' cause of lack of funds. 


* * * 


: YOU CANNOT expect to be allowed 


accelerated depreciation on the 
equipment in your plant, for tax pur- 


poses, unless you can show that in- 


creased use and other unusual operating 
conditions actually shorten the life of 
the equipment. The U.S. Tax Court 


‘makes this ruling in a case involving a 


printing firm that figured depreciation 
of its equipment on a straight-line basis. 


* * * 


'Eg YOU CANNOT, in making a joint 


income tax return with your wife, ex- 
pect to be allowed a deduction for the 
cost of keeping a child in a day nursery 
while your wife works to get funds to pay 
bills for medical services in earlier years. 
This old principle on deductions is re- 
stated by the Tax Court in a new case 
involving medical bills incurred when 
the husband was in the armed services 
and unable to furnish adequate support 


for his wife and child. 


News - Lines 
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YOU CAN now get further informa- 
tion about the rules that will apply 
on renegotiation of military contracts. 
The Munitions Board of the National 
Military Establishment issues the fifth 
section of the regulations being prepared 
under the Renegotiation Act. The new 
chapter deals with agreements, clear- 
ances and statements to contractors. 


* * * 


YOU CANNOT expect the Govern- 
ment to change its level of price sup- 
ports for eggs in the near future. The 
Department of Agriculture announces 
that it will continue to support egg prices 
in the Midwest through June at present 
levels reflecting an average price to pro- 
ducers of at least 35 cents a dozen. 


* * * 


YOU CAN obtain from the Federal 

Trade Commission copies of _ its 
amended rules on trade practices for the 
cotton-converting industry. Producers 
in the industry are required by the Rob- 
inson-Patman Act and the Federal Trade 
Commission Act to comply with some of 
the amended rules. Compliance with the 
others is voluntary. 


* * * 


YOU CANNOT, as an employer, re- 
fuse to bargain with a union for at 
least one year after it is certified as bar- 
gaining agent for your employes, even 
though another union seeks a decertifica- 
tion election. NLRB turns down the claim 
of one firm that the filing of a decertifica- 
tion petition releases it from further ob- 
ligation to deal with the first union. 


* * * 


YOU CANNOT count on hiring pro- 

fessional, scientific and administra- 
tive employes through the U. S. Employ- 
ment Service after June 30. The agency 
announces that it is discontinuing its na- 
tional clearinghouse through which such 
workers in the past have been referred 
to job openings. 


* * * 


YOU CAN now ship metal window 

frames and sashes and several addi- 
tional building items to countries out- 
side the European area without getting 
an export license. These restrictions on 
exports are eased by the Office of Inter- 
national Trade. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & Wortp 
Report, on written request, will refer interested readers to sources of this basic material. 
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Picturesque and beautiful are the many 
tours you can make in historic Québec—around the romantic 
Gaspé Peninsula—down the rugged north shore of the St. 
Lawrence to the Saguenay and Lake St. John—up through 
Montréal to the Laurentians—south to the storied Easter 
Townships. And everywhere you will be welcomed with truly 
French-Canadian hospitality in comfortable inns and hotels. 


rd 
For help planning your vacation, or for infor- 
mation concerning the unsurpassed industrial 
opportunities in our province, write the Pro 


vincial Publicity Bureau, Parliament Buildings, 
Québec City, Canada, or 48 Rockefeller Plaza, 





New York City 20. 


| Changes of Address 


Notice of change of address should 
be sent not less than two weeks 
prior to the date change becomes 
effective. Send the address at 
which copies are now being re- 
ceived and the new address at 
which you wish to receive copies. 


| U.S.News & World Report 


Circulation Department 
435 Parker Ave., Dayton 1, Ohio 
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Ps 
The FIRE calls the firemen 


An automatic FIRE ALARM is 
a feature of the GLOBE Sprinkler 
system. It operates while the 
sprinklers are extinguishing the 
FIRE. Install this system. Why 
depend on a passerby for a mid- 
night FIRE alarm? 

GLOBE AUTOMATIC SPRINKLER CO. 


NEW YORK... CHICAGO... PHILADELPHIA 
Offices in nearly all principal cities 


THEY PAY FOR THEMSELVES 








Finance Week 
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BUDGET-JUGGLING PLANS 


Tax Speed-Up Appears to Have Little Chang 


Tax juggling to make budget 
ends meet is in the wind again. 
Idea is to collect taxes earlier, 
make the books look better. 

Spending cuts get more sup- 
port. But, at best, cuts will be 
moderate, won’‘t solve Govern- 
ment's financial troubles. Higher 
taxes are unlikely now. 

Outlook is for more deficit 
financing, higher debt, new tax 
pressure in 1950. 


Congress is beginning to realize at 
last that the Government is in serious 
financial trouble. Result is a flurry of 
new ideas aimed at doing one of two 
things: (1) force a cut in spending, 
or (2) juggle taxes and the budget to 
make the books conceal the facts of 
what the Government is up against. 

These devices are offered as alterna- 
tives to higher taxes or big deficits. De- 
bates now being touched off may bring 
to a head the whole question of how far 
Congress will go along with the Ad- 
ministration in new programs and new 
spending. 

Tax schemes designed to postpone 
the day of reckoning on budget problems 

















—Bimrose in Portland Oregonian 


‘AT THE TURN 
IN THE ROAD‘ 


are being considered. Actually, such 
plans appear to have little chance of 
becoming law, but they are important 
in showing the trend of thinking among 
a sizable group in Congress. 

Quicker payment of corporation 
taxes is a device that gets much atten- 
tion just now. The idea, proposed by 
Representative Wilbur D. Mills (Dem.), 
of Arkansas, is to require corporations 
hereafter to pay up in six months after 
the close of the tax year. Under present 
law, they are given a year. 

Take a corporation with a total tax of 
$100,000 on 1949 earnings. Present 
system is to pay $25,000 of that on 
March 15, 1950, and similar installments 


—Acme 


REP. JOSEPH W. MARTIN, JR. 
For “trick bookkeeping’’—a ‘‘No”’ 


on June 15, September 15 and December 
15. Under the scheme now being dis- 
cussed, the company would have to pay 
$50,000 on March 15 and $50,000 on 
June 15. The whole tax would be paid 
during the Government’s fiscal year 1950, 
which begins July 1, 1949. 

Result would be to add an estimated 
$4,200,000,000 to federal revenue in 
fiscal 1950. That, presumably, would take 
care of most of the deficit for the year. 
Without such a speed-up in corporate 
tax payments, the deficit might reach 
$5,200,000,000. This figure assumes a 
continuing moderate business setback 
and no increase in taxes. 


Mr. Mills defends his plan as a “long ~ 











—Russell in Los Angeles Times) 


‘LOOK, HARRY— 


+ 


THERE’S NO MORE STRING!’ © 


overdue reform.” He argues that, sifi 


Bi 


individuals have to pay as they go, ¢ I 


porations should not be allow ed tot 
the Government’s money for a wh 


year after it is earned. Immediate pur 


pose, however, 


is to give Congress: a 


breathing spell on the problem of how 


to make ends meet. 
Representative Joseph W. Martin, Jf 


ia 


of Massachusetts, Republican Leader @f 


the House, spoke for the opposition, 
asserted that many corporations, ineli 
ing some big ones, would have to bo 


g 


money to pay their taxes. He argued thif 


the Mills plan would produce such} 


y 


drain on business in a short period that 
the country might be pushed into a a 


He called the whole 


pression. 


“trick bookkeeping” that would not afl 
one dollar to the Government’s long-fili 
revenue. Ft 


A variation of the Mills plan, 
getting some attention, would 
corporate taxes on 1949 earnings overdl 


' 


streta 


period of nine months instead of sf 
Payments then would be made on Ma 
15, June 15 and September 15. This# 
proposed as a way of easing the busine 


hardship that might be caused by 
Mills’s bill. 


An_ inducement to corporations 


pay up early is still another idea that h 


some support. Proposal is to offer a dé 


count to corporations that pay their ta 


in full by June 15, 1950. Trouble is thi 
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Whi. would reduce long-run revenue. Also, 
is argued that few little corporations 
d be able to take advantage of the 
Jiscount, so that big companies would 
get an unfair advantage. 
In the end, these devices are likely to 
be turned down, but much is to be 
sard from them in the meantime, Mem- 
bers of Congress dislike to face the issue 
of higher taxes right now. 
Juggling figures would be nothing new 
#o Congress. A year ago, when the Re- 
sublicans were in charge, a scheme was 
developed to make room in the budget 
or a tax cut. Congress voted to transter 
,000,000,000. of the surplus for fiscal 
948 into the new year to help pay for 
e Marshall Plan. Result is that a techni- 
eal surplus will show up on the books 
for the current fiscal year, Actually, on 
a current basis, there is to be a deficit, 
probably about $1,200,000,000,. 
Reduced spending appears to be 
inning new friends in Congress as a 
better solution to budget problems, 
conomizers now are pinning their hopes 
on a flat cut, to affect all agencies of 
overnment. Congress has not had much 
success to date in trimming items in the 
ederal budget. So the idea now is to 
make the President do the trimming. 
The plan is to pass a resolution call- 
g on President Truman and the Budget 
Bureau to make spending cuts that 
ould have the effect of reducing all 
ppropriations by a stated amount, say 
5 per cent. This plan originated with 
Republicans. Now, however, Senate 
Democrats are beginning to take the lead 
In pushing some such system. On the 
ame day, two leading Democrats told 
e Senate they were ready to sponsor 
economy moves of this kind. 
Senator Millard E. Tydings, of Mary- 
land, offered a resolution to direct Mr. 
Mruman to cut appropriations by an 
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‘GETTING A LITTLE 
DESERT EXPERIENCE’ 
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New windows to Wonderland... 


; f. OLYMPIAN ; 


CHICAGO e PACIFIC NORTHWEST 


New private rooms. Work com- 


fortably and sleep soundly in a Room- 


ette, shown above. Bedrooms (right) 
open to form connecting suites for 
business conferences. 


ROAD 


Private-room sleeping cars with 
glass-enclosed Skytop Lounge on the 
Milwaukee Road’s Olympian 
HtawaTHa are perfect for cross- 
country living. 

Double bedrooms have enclosed 
lavatory and full length closet. 
Roomettes for single occupancy pro- 
vide room facilities in compact form. 

The Olympian H1awaTua also 
carries thrifty Touralux sleepers and 
48-seat Luxurest coaches; diner and 
Tip Top Grill with snack section and 
cocktail lounge. 

H. Sengstacken, Passenger Traffic 
Manager, Union Station, Chicago 6, Ill. 
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Reading the news of national and 
international affairs at home each 
week is the regular practice of 80% 
of the readers of this magazine. 
Important advertisers are quick to 
cash in on the advantages of such 
an opportunity. 
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Advertising Department 
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(ewe CANADA'S 


SCENIC INLAND| WATERS 

~*~ N Uk 
Wide choice of S % 
All-Expense and S 
Independent Trips 


Ye. 
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Mi, 


3 to 9 Day Cruise-Tours—$47.40 up 
NIAGARA TO THE SAGUENAY -— choose all or any 
part of this world-famous route between Buffalo, 
Niagara Falls, Toronto, 1000 Islands, Montreal, Que- 
bec, Murray Bay, Tadoussac and the Saguenay River. 


GREAT LAKES CRUISES — between Detroit and 
Duluth on S.S. “‘Noronic’”’. See Sarnia, the ‘“‘Soo”’, 
Port Arthur. Sports, entertainment. 

Full information from railroads, travel agents or 


CANADA STEAMSHIP LINES 


Offices in Boston, Buffalo, Chicago, Cincinnati, Cleveland, 
Detroit, Los Angeles, Minneapolis, New York, Philadelphia, 


Rochester, St. Louis and Washington. 











‘note in June. Treasury finally decided, 





Qinance Week 


average of 5 per cent. No one item coylj 
be cut more than 20 per cent. Saying 
could be nearly $2,000,000,000 in fiscal 
1950. 

Senator Richard B. Russell, of Georgi, 
disclosed that he was preparing a mex. 
ure to direct Mr. Truman to make pp. 
ductions in a number of programs, ; 
said his plan could produce cuts o 
around $1,500,000,000. 

Many believed Mr. Truman woul 
veto such a measure. He has insisted jj 
along that his budget was tight. Hoy. 
ever, Senator Russell said he thought his 
plan would command enough votes ty 
override a veto. 

Prospect, even so, is for another 
period of deficit financing on a big scale. 

Tax increase, which Mr. Truman urges 
as the best way out of budget troubles. 
apparently stands little chance in Con. 
gress this year. 

Spending may be cut, but hardly 
enough to make up the deficit that seems 
to be shaping for fiscal 1950. Further. 
more, there will be a question of whether 
cuts made at this session of Congress will 
stand up throughout the coming fiscal 
year. Experience in the past suggests 
that there will be some deficiency ap- 
propriations by Congress during the early 
months of calendar 1950. These ap- 
propriations will eat into economies voted 
this year. 

All in all, the schemes now being 
talked about in Congress do not appear 
to offer a solution to financial ills of the 
Government. More borrowing from the 
public, adding to the national debt, ap- 
parently is coming. That means more 
pressure for higher taxes in 1950. 
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> Devaluation talk persists, despite 
official denials. Talk itself could force 
action on some important currencies in 
Europe and elsewhere, even though gov- 
ernments concerned do not want to de- 
value. Rumors of currency changes al- 
ready are causing some U. S. customers 
for European goods to hold off the market. 

Attention centers on the British pound. 
Britain is having trouble selling in U.S. 
Exports of British goods declined in 
April. In New York, price of sterling for 
future delivery has broken sharply. In 
London, it is being suggested that the 
British Government insure U. S. buyers 
against devaluation. In other words, Gov- 
ernment payments would be promised 
to protect customers against loss from 4 
devaluation taking place in the next si 
months or one year. 


>» New Treasury note, to mature it 
four or five years, is being postponed, not 
abandoned. Many had expected such 4 


however, to refund once more with one- 
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ain 
year certificates, bearing 14 per cent in- 
terest. Note, with interest at around 1% 
or 1%, is being considered now for Sep- 
tember or December. Ever since the war, 
the trend has been toward refunding with 
short-term securities. In that way, Treas- 
ury has been able to hold down the cost 
of carrying the public debt. Some officials 
now are urging longer-term securities as 
4 means, among other things, of making 
the public debt easier to handle. 





> Stockholders now get the benefit of 
easier credit rules in exercising subscrip- 
tion rights to buy stock. They are per- 
mitted, under a change in regulations 
issued by the Federal Reserve Board, to 
buy stock under subscription rights with 
down payments of only 25 per cent. For 
others. it takes 50 per cent down. The 
eased rule on subscription rights applies 
whether they are exercised by the original 
holder or by a purchaser of the right. 

This relaxation of the rule carries on 
an FRB policy of allowing narrower 
margins for holders of rights than for 
other buyers. When 75 per cent margins 
were required for ordinary stock pur- 
chases, holders of subscription rights 
could buy with margins of 50 per cent. 

Idea of the relaxation is: (1) to help 
stockholders maintain their relative shares 
of ownership in the corporation, and (2) 
to make it easier for corporations them- 
selves to raise equity capital. 





> Checks to veterans for refunds on 
service-insurance premiums may be sent 
out earlier than expected. Plan had been 


neasure to help cushion a business slump, 
there is official talk of starting next 
autumn. All told, insurance refunds are 
to amount to about $2,000,000,000. 


> Overlapping taxes are getting at- 
tention in Congress. One of the few spe- 
cific relief proposals offered to date comes 
from Roswell Magill, former Under 
Secretary of the Treasury and well- 
known tax authority. He suggests, as a 
starter: 

That the States give up their taxes 
on income, liquor and tobacco. 

That the Federal Government 
drop its taxes on estates, gifts, gaso- 
line and oil, retail sales, admissions, 
club dues and its part of unem- 
ployment-insurance taxes collected 
by the States. 

That the Federal Government 
quit making highway grants to the 
States. 

Hitch is that the Federal Government 
and most States are in no position to give 
up revenue sources. Mr. Magill’s plan 
would cost the Federal Government 
$2,587,000,000 a year in revenue, State 
governments $2,351,000,000. 
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to start payments in 1950. Now, as one‘ 
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Model 65 


Shits. Chata 
HELPS 
You Work! 


@ Harter’s executive posture chair keeps 
you comfortable all day long. It eliminates 
fatigue and back-ache caused by poor 
seated posture. It he/ps you work! 

The 65 has four hand-wheel adjust- 
ments which you custom-fit to your own 
measurements. Along with this personal- 
ized comfort, you get luxury, too, Soft and 
resilient foam rubber cushions. Fine mo- 
hair fabric upholstery in attractive deep- 
tones and pastels.Grained Walnut or Ma- 
hogany finish—or Metallic Gray, Green, 
or Brown. Graceful design and enduring 
strength of steel construction. 

Try this big and beautiful posture chair 
at your Harter dealer’s. Write for booklet. 


HARTER 


S$ tb -@'S¢ i G 
POSTURE CHAIRS - STEEL CHAIRS 
Pree Sooklet 


“Posture Seating Makes Sense” explains 
the benefits you enjoy in a Harter pos- 


ture chair. Write for your free copy TT 


Harter Corporation, 405 Prairie Avenue, Sturgis, Mich. 








General Offices: North St. Paul, Minn. 
Sales and Service in Principal Cities 


Engineered Conveyor Systems — Portable Conveyor 
Units — Spiral Chutes — Pneumatic 


anual handling is reduced — safety in- 
creased—operations coordinated—storage 
simplified—in modern foundries equipped with 
specially built Standard Conveyors. 
Conveyors for heavy duty service in foundries 
and steel mills—or for assembly and package 
handling in light manufacturing plants, stores, : 
and warehouses—are part of Standard’s long a Address Dept. US-59 
experience record of more than 40 years of : 
conveyor manufacture. 


STANDARD CONVEYOR COMPANY 


Tube Systems 


Photo; Courtesy Republic Brass Co. 


\ Write, telling us 


what you make 
7 indle. We will 


send literature 
showing Standard 


a Conveyors in use 
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One of the many ways that 





industry makes multiple savings 
with Gulf Quality Oils and Greases: 








Paper machine dryer and calendar rolls must have a 
mirror-like surface to produce fine papers with a uni- 
form, blemish-free finish. 

An important foreign customer of a New England 
paper equipment manufacturer reported corrosion and 
pitting on its dryer rolls during transportation overseas. 
A regrinding operation was necessary before the rolls 
could be put in service. Effective protection agajnst cor- 
rosion had to be found! 

A Gulf Lubrication Engineer was consulted and his 
recommendations were followed to the letter. Result: 
corrosion entirely eliminated, regrinding costs saved, 
the customer completely satisfied! 

Here are the suggestions made by the Gulf Lubrica- 
tion Engineer: (1) clean surface with Gulf Stoddard 
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LUBRICATION 





GULF NO-RUST NO. 3 


prevents corrosion on polished steel surfaces- 


saves refinishing costs on overseas shipments 


Solvent; (2) apply Gulf No-Rust C (Polar type) to dis- 
place residual moisture; and (3) coat with Gulf No-Rust 
No. 3 to provide heavy protecting film against corrosion 
during overseas shipment. 

Gulf offers a complete line of oil- and petrolatum-type 
rust preventives from which you can select the proper 
coating to fit the desired method of application, type of 
metal, length of time for which protection is required, 
conditions of storage or shipment, and ease of removal. 
Write, wire, or phone your nearest Gulf office today and 
ask a Gulf Lubrication Engineer to call. 


Gulf Oil Corporation - Gulf Refining Company 
Division Sales Offices: 
Boston - New York ° Philadelphia + Pittsburgh + Atianta 
New Orleans * Houston * Louisville » Toledo 





Helps make machines 


produce more at lower cost 
























































Around the World 








LONDON....PARIS....SHANGHAI....BEIRUIT.... 








>> Finding markets for what you produce is getting to be the big problem now. 
World trade isn't swelling as fast as production. 
The U.S. is beginning to run up Surpluses of almost anything you can men- 
tion. Bumper crops will make things worse. Export controls for most industrial 
goods are eased off. Marshall Plan isn't siphoning off as much as expected. 
| 
| 





Brazil isn't selling enough in the U.S. to pay her bills. 
Argentina has the same trouble, must sell more so that she can buy. 
Western European powers--Britain, France, Italy--find their exports falling 





off, not building up. Customers object to their high prices. 


>> It's worth looking at what's happening in Britain..... 

British exports are hitting the skids. They made a record daily average in 
January. But they have been off that pace ever since. In April they fell 6 per 
: cent below the January level to the lowest point in six months. 

Sales slides are shown in exports of big items such as automobiles, farm 








tractors, other farm machinery, electrical equipment. 


























8 — High prices are scaring off customers, British manufacturers claim. They 
| cite, as an example, what's been happening in the British colony of Trinidad. 
nts There American cotton-goods are off 20 per cent in price since early 1948; 

; British goods are up 50 per cent. American paint brushes cost only 43 per cent 
e as much as British; American electrical goods only half as much. Canadian wash- 
aah ing machines are $70 cheaper than similar British models. 

High costs of British manufacturers stem from several main causes. 

1-type Many raw materials cost them more than they do manufacturers in the U.S., 
roper for example. About half of all raw-material imports into Britain are bought by 
‘pe of the Government. Selling prices to British users are pretty rigid, even though 
aired, world prices are falling, because of the Government's long-term contracts. 
—_ Extreme pressure has just forced the British Government to lower selling 


prices for copper, lead, zinc, linseed oil. This means only that users of these 
materials are being subsidized out of the public pocketbook. In any case, none 
any of these materials is even yet available to British factories at world prices. 

Wages in Britain also are rigid. So are taxes on business. 

Productivity of labor is not up to American standards by a long shot. Auto- 
mobile workers object to installation of new machinery. Shipbuilders work 
Slowly to pad out their jobs, as orders for new ships dwindle. 

Capital improvements are controlled by the Government. 

Chances of cutting costs much through greater efficiency, new machinery, 
cheaper materials, lower taxes thus are not good. So price tags stay high. 


anta 
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BUSINESS AROUND THE WORLD-- (Continued) 


>> This price rigidity doesn't go down well with Britain's customers overseas, 
Competition from American manufacturers is getting keener all the time. 
Also, German and Japanese competition now must be reckoned with. 
Reversing the downtrend in British exports is going to be hard, unless prices 
can be lowered somehow. Feeling on this point in Britain is crystallizing. 





>> Pressure for devaluation of the pound grows. Devaluing would mean lower 

prices on British products to customers abroad. At the same time it would make 
British imports more expensive. But U.S. aid pays for many of these anyway. 

Real question is whether export salesS volume would be stimulated enough by 
devaluation to make up for lower prices. If the pound's value in relation to 
the dollar were cut 25 per cent, the British would have to sell one-third more 
Scotch whisky or woolens in the U.S. to earn the same number of dollars. It's 
doubtful if sales of luxury products could be pushed that much higher right now. 

So it's not an open-and-shut case for devaluation. The British Government 
naturally denies any idea of devaluation. But the pound can be obtained in New 
York and other places at a widening discount. That's significant. 








>> Meanwhile, other countries wait for a British currency move. France, Italy, 
Sweden are likely prospects for devaluation. Each is having export troubles. 
But they don't want to complicate things by getting out of line with sterling. 


>> It may not be too hard to do business with Communist China after all..... 

Communists are allowing a few foreign businessmen, including Americans, to 
go into North China. In Shanghai, this is taken as a hopeful sign. 

Shanghai businessmen are not fleeing the city in great numbers. Most are 
ready to take their chances. They expect lots of trouble. But: they also expect 
to be able to pick up the pieces and do business later on. 

Shanghai and South China are heavily dependent on North China for coal, 
furs, soybeans, hog bristles. North China needs rice, flour, cotton yarn and 
cloth, sugar, machinery, industrial chemicals from the Southern area. This 
interdependence is more important than political differences. Even before the 
Nationalists left Nanking, Nationalist flour was being bartered for Communist coal. 

Barter will be the main method of trade within China. Currency is chaotic. 

From abroad, China needs such things as ships, oil, machinery, locomotives 
and freight cars, timber, fertilizer and, most of all, capital and know-how. 

Russia, it seems to many Communists in China, is not going to be able to 
provide these things in anything like large enough quantities. So Chinese Com- 
munists probably won't be too rough on other possible suppliers. 














>> Don't overlook what the Middle East oil boom is to do for Syria..... 

Three new pipe lines are to be built to the Syrian coast from Saudi Arabia, 
Iraq and Iran in the next three or four years, according to present plans. 

Work starts immediately on the Syrian end of the Arabian-American Co. line. 
Iraq Petroleum's new line from Kirkuk (Iraq) to Tripoli (Syria) will be completed 
this autumn. Pipe line from Iran is still in the blueprint stage. 

What _all this means is that Syria cuts in on the oil money in a big way 











through transit fees, toll charges, employment for workers, lots of hard cash. 
Syria, as the chief Mediterranean sluiceway for Arab oil, is bound to get 
more attention as a new market well supplied with cash. 
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INDICATORS OF BUSINESS ACTIVITY 


Production lag looms larger as it 
comes into perspective. 

Fewer workers were employed in 
factories in April than in March. 
Employment declined from 7,815,- 
000 to 7,649,000 in nondurable- 
goods factories, from 7,782,000 to 
7,616,000 in durable-goods. 

Fewer hours were worked by those 
employed in manufacturing in April. 
Average weekly hours of work 
shrank from 39 to 38.3 in one month. 


In nondurable goods, the work week - 


shrank 1 hour, to 37.6 hours. Loss 
was 1 hour, 48 minutes a week in 
textile mills; 2% in leather. 

Extent of lag in output is measured 
in the following table by the hours 
and minutes lost in each industry’s 
work week since 1948 peak: 


Hours Minutes 


All manufacturing 2 12 
Durable 1 54 
Iron, steel & prod’s 2 30 
Elec. machinery 2 
Other machinery 2 54 
Transp. equip. 1 12 
Automobiles 42 
Nonferrous metals 2 30 
Lumber 2 30 
Furniture 3 
Stone, clay, glass z 
Nondurable 2 24 
Textile-mill prod’s 4 24 
Apparel 2 30 
Leather & prod’s 4 6 
Food 1 54 
Tobacco 4 
Paper 3 6 
Chemicals 1 24 
Petrol. & coal prod’s 1 18 
Rubber prod’s 3 36 
e D 


| (1935-39 = 100) 


Private Investment 
In plant, equipment, inventories, new dwellings 











2d 3d 4th Ist 2d 3d 4th Ist 
1947 1948 1949 
(Quarterly Periods — Annual Rates) 


Source: Commerce Dept. © 1949, By U.S. News Pub. Corp. 





Weekly earnings were off $1.01 in 
April, to $52.62 for all manufac- 
turing. Durable-goods — earnings 
dropped 62 cents to $56.75; non- 
durable, $1.33 to $48.39. 

Total product of the nation, valued 
at lower prices, dwindled in the 
first quarter to an annual rate of 
$255,900,000,000—$9,000,000,000 
below the preceding quarter. 

Personal-consumption spending 
turned down for the first time since 
the war. Spending on durable goods 
was 9.3 per cent below third quar- 
ter, 1948. 

Private investment was on a more 
modest scale in the first quarter, as 


7 
“se 


the top chart shows. It reveals a 
weakening of one of the boom’s 
most dynamic factors. At an annual 
rate of $37,700,000,000, private 
domestic investment was smaller 
than at any time in 1948. 

Inventory building, with more cau- 
tion and lower prices, was at a rate 
of only $2,200,000,000, off $3,100,- 
000,000 from the fourth-quarter 
annual rate. That accounted for 
most of the investment decline. 
Spending on new homes was at a 
slower rate. 

New orders to manufacturers of dur- 
able goods slowed further in March, 
were down to 245 on the index from 
253 in February, 314 a year ago. 
Basic iron and steel orders were at 
227, against 371 a year earlier. Non- 
durable orders turned up slightly. 

Steel operations were more leisurely, 
at 95.6 per cent of capacity in the 
week ended May 21. 

Factory production on the indicator 
below eased off to 184.3 in the 
week ended May 14, from 185.5. 

Auto output was held down to 109,- 
908 units in the week ended May 
14, against 123,577 before the full 
impact of the Ford strike was felt. 

Wholesale prices gained nearly 0.1 
per cent on the Bureau of Labor 
Statistics weekly index. Building 
materials declined 0.9 per cent. 

Trade grows no stronger. April retail 
sales were weaker—except for autos. 
Department-store sales on the indi- 
cator below slumped to 296.1 after 
Mother’s Day, from 317.3. 
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Truman ‘Balm’ for Resignations... Louis Johnson 
Candidate in ‘52?... Soft Line of Stalin's New Team 


Dean Acheson, U.S. Secretary of 
State, talks from strength in his deal- 
ings with the Russians. Secretary 
Acheson is to do his bargaining 
backed by a mobilization of U.S. 
military strength greater than that of 
any other peacetime period. 


xk * 


Joseph Stalin is sending in a whole 
new team of Russian representatives 
to deal with Westerners at all impor- 
tant points of contact. The new team 
at Paris, in Berlin, in Austria, in 
the United States is taking a softer 
line, now that tough talk doesn’t get 
results. 


xk 


Senate leaders are confident that in 
the final showdown not more than 10 
votes will be cast against the Atlantic 
Alliance, which is to commit the 
United States to take action in event 
of aggression by Russia against West- 
ern Europe. 


k*xek 


President Truman’s “bold new pro- 
gram” for U.S. investment abroad, it 
now appears, is to wind up as a series 
of surveys by agencies of the United 
Nations. Government officials who 
hoped something big might come of 
the President’s idea say that the pro- 
gram has the head of a lion but the 
body of a mouse. They blame the 
State Department for this biological 
novelty. 


xk 


Louis Johnson, Defense Secretary, is 
reported by friends to feel that the 
Democratic Party will be ready to 
turn to him in 1952 in selecting a 
presidential candidate. Mr. Johnson 
is said to assume that President Tru- 
man will not be a candidate for a 
third term at the age of 68. 


xx*ek 


Senator Scott Lucas, Administration 
leader in the Senate, is running into 
some political trouble at home, with 
the Democratic machine in Chicago 
indicating that it would like to back 
another candidate in 1950. 
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John L. Sullivan, former Secretary of 
the Navy, who resigned when he said 
he was not consulted about White 
House decisions affecting the Navy, 
is under consideration for some other 
high Government post in order to 
smooth ruffled feelings. Mr. Sullivan 
has a large political following in New 
England. 


xk 


Mr. Truman is rather proud of the 
technique he has developed for ac- 
cepting resignations of some high 
officials when they least expect it and 
then providing them with high hon- 
ors and public displays before they 
retire to private life. That method is 
designed to ease the jolt and to leave 
fewer hard feelings. 


x kk 


Senator Wayne Morse, of Oregon, 
was pressed by a White House emis- 
sary to change his attitude toward 
Mon Wallgren, of Washington, be- 
fore the Wallgren nomination to the 
National Security Resources Board 
was withdrawn by Mr. Truman. 
When Senator Morse refused to 
budge from his opposition to the 
nomination, the President decided 
to surrender. 


xk * 


President Truman, after getting 
burned again in speaking harshly of 
Congress and its leaders, is ready to 
make another effort to use kindness 
in his dealing with his party leaders 
in House and Senate. The President 


-is letting Speaker Sam Rayburn know 


that he favors the Rayburn plan to 
keep Congress in session until it com- 
pletes its work on the program of 
major bills the Administration wants 
passed. 


xk 


Democratic leaders in the Senate, in 
spite of presidential and House atti- 
tudes, are planning in terms of a re- 
cess to start in July, with Congress 
coming back in November to do 
whatever legislating is needed on is- 
sues not settled earlier. The Senate 
thinks it can have its way. 





_. Whispers ——— 














A deal on labor legislation shaping in 
the House would give members from 
the South what they want in limita. 
tions on minimum-wage increases in 
return for support for broader changes 
in the Taft-Hartley Act than South. 
erners favor. 


ee ae 


Paul Culbertson, top U.S. diplomat 
in Spain, was the one who assured 
Spain’s Franco that he would get a 
big U.S. loan if .he stressed the 
amount of cotton, wheat, fats and oils 
and machinery he would buy in the 
United States if given the money to 
pay for it. Mr. Culbertson almost in- 
duced the White House to go along, 
with many Congressmen from farm 
States interested. 


xk k 


John Foster Dulles and Mrs. Eleanor 
Roosevelt convinced President Tru- 
man that he should avoid committing 
U.S. to a vote in favor of restoring 
full diplomatic recognition to Spain. 
The point stressed was that Prot- 
estant voters in U.S. are not pleased 
by the Franco ban against public 
worship by Protestants in Spain. 


* *% 


Chiang Kai-shek, former ruler of 
China, has taken an estimated $150,- 
000,000 in gold, from a supply fur- 
nished in large part by U.S., to his 
new headquarters in Formosa. He has 
the financial means to stage something 
of a comeback. 


Re ok 


U.S. is putting pressure on Britain to 
go a little slow with its plans to 
recognize Communist rule in China 
as a means of restoring trade. This 
country doesn’t want to act with what 
might be regarded as unseemly haste. 


xk 


The health of Britain’s Ernest Bevin 
will be an important factor at the new 
foreign ministers’ meeting with Rus- 
sia. Mr. Bevin is as anti-Communist 
as ever, but he isn’t as spry as he was 
at the last meeting that was held a 
year and a half ago. 
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Glenmore’s Kentucky Tavern is the only Bottled-in- 
Bond that has always been made by the same family 
in the same distillery for three generations... and 
the Glenmore distillery has made more Kentucky 
Bourbon than any other distillery. This unmatched 
experience assures you uniform high quality. 


© Glenmore Distilleries Company, Louisville, Kentucky 


That’s why... 
NO OTHER BOND CAN MATCH THAT KENTUCKY TAVERN TASTE 








WITH THE COACH...WITH THE STAR...IT‘S 


Camel for 


FAMOUS FENCER *é ) 


AND COACH 


Hla 
Onset 


| PROVED CAMEL MILDNESS 

FOR MYSELF YEARS AGO. 
AND CAMELS SURE 
HAVE THE FLAVOR! 


THE 30-DAY 
TEST CONVINCED 
ME—CAMELS 
ARE THE 
MILDEST 
CIGARETTE 
| EVER SMOKED! 


According to a Nationwide survey: 


MORE DOCTORS SMOKE CAMELS 
THAN ANY OTHER CIGARETTE 


; . oe CIGARET 
When three leading independent research organizations asked 113,597 —— 





doctors what cigarette they smoked, the brand named most was Camel! 


Nv. SESE ADVENT 


In a recent test of hundreds of 


g Pate cee erred only. Camm: 


_ . for 30 days, noted throat 
- specialists, making weekly 
examinations, reported 


NOT ONE SINGLE 
CASE OF THROAT 


How mild can a cigarette be? 


_ Take a tip from fencing mas- _ 
tet, Hugo Castello,and collegiate _ 
_ Star, JaneGilbert.Makeyourown — 
30-day Test of Camel Mildness. 


Test Camels in your “T-Zone” 
(T for taste, T for throat). Let 
tell you 


about the rich, full flavor of 


Camel’s choice tobaccos, properly 
aged and expertly blended. Let 
YOUR OWN THROAT report 
on Camel’s cool, cool mildness. 


Money-Back Guarantee! 


Try Camels and test them as you smoke 
them. If, at any time, you are not con- 
vinced 


oe ee 





that Camels are the best ~ 


(Signed) R. J. Reynolds Tobacco 
. Company, Winston-Salem, N. C. 








